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INTRODUCTION 


Prior to the Second World War Britain, Germany and 
the USA were the chief imperialist powers jockeying for 
world supremacy. In the period between the first and second 
phi wars claims to world supremacy were also made by 

apan. 

The Second World War radically changed the alignment 
of strength between the leading groups of imperialist powers. 
Two centres of imperialist rivalry—the USA and Western 
Europe, mainly the economic group united in the Common 
Market—took shape after that war. The USA and Western 
Europe today play the leading role in the capitalist world’s 
industrial and agricultural production, in its trade and 
financial and monetary relations, in short, in its economy and 
policies. 

In 1970 the USA had a population of 205 million, while 
in Western Europe the population aggregated 324 million. 
These two regions, which had 14.6 per cent of the world’s 
population, accounted for 70 per cent of the output of the 
capitalist world’s extracting industries and 87.6 per cent of 
the output of its manufacturing industries. In 1970 these two 
regions controlled 64.4 per cent of the capitalist world’s 
exports, including 82 per cent of the export of ready-made 
goods, and 64.8 per cent of its imports, and had 81 per cent 
of its currency reserves and 80.7 per cent of its gold reserves. 
At the same time the USA and Western Europe are the 
heaviest consumers of many types of raw materials coming 
from the developing countries, and they dictate the terms for 
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trade in the world capitalist market. Inasmuch as the USA 
and Western Europe produce the bulk of the goods circulat- 
ing in the world capitalist market they are the chief rivals 
in that market. The relations between them are the factor 
that practically determines all aspects of the economic rela- 
tions in the capitalist world. 

However, to understand the evolution of these relations 
one must bear in mind the fact that this evolution is unfold- 
ing at a time when torn by acute contradictions state- 
monopoly capitalism has lost the historical initiative, which 
has passed to the world socialist system. The existence and 
struggle of the two world systems form the objective law 
governing global development. 

It will be recalled that the general crisis of capitalism was 
sparked by the First World War and the October Revolution 
in Russia. That revolution removed capitalism from one- 
sixth of the globe and thereby rang in the general crisis of 
the very system of capitalist relations. The second stage of 
capitalism’s general crisis began in the course of the Second 
World War and the socialist revolutions that took place in 
a number of European and Asian countries. That crisis 
entered its third stage at the close of the 1950s and the early 
1960s. These internationally significant conclusions, drawn 
collectively on the basis of a comprehensive analysis of world 
developments after the Second World War, are recorded 
in, among other documents, the Statement of the Meeting of 
Representatives of the Communist and Workers’ Parties held 
in Moscow, November 1960, and the Programme of the 
Communist Party of the Soviet Union adopted in 1961. 

The commencement of the new, third stage of capitalism’s 
general crisis was characterised by developments such as: the 
building of socialism in a number of countries in Eastern 
Europe, Asia and Latin America; the huge upswing of the 
national liberation movement and the downfall of imperial- 
ism’s colonial system; the weakening of capitalism’s positions 
in the economic competition with socialism; the growing 
instability of the entire capitalist world economy; the 
aggravation of capitalism’s internal contradictions, particu- 
larly as a result of the development of state-monopoly 
tendencies and the growth of militarism; the exacerbation of 
the contradictions between monopoly rule and the interests 
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of the majority of the population; and the powerful growth 
of the forces fighting for democracy and socialism in the 
industrialised capitalist countries. A specific of this stage of 
the general crisis is that it began not as a result of a world 
war but in a situation witnessing the competition and struggle 
between the two systems and a steady change of the balance 
of strength in favour of socialism. The growth and aggrava- 
tion of all of imperialism’s contradictions and the successful 
struggle of the peace forces for peace and peaceful co- 
existence did not allow the imperialists to unleash another 
world war. 

Thus, the years following the Second World War have 
been marked by two stages of the capitalist system’s general 
crisis. Each of these stages has its own features. The author 
therefore considered himself justified, from both the theoreti- 
cal and methodological angles, in analysing the economic 
relations between the USA and Western Europe in accord- 
ance with the two stages of capitalism’s general crisis and 
dividing the post-war history of these relations into two 
periods. Naturally, one cannot draw a distinct line between 
these periods because the transition from one to the other 
took several years. In this book, therefore, the first post-war 
period, relating to the second stage of capitalism’s general 
crisis, embraces the years from 1945 to 1955, while the second 
period begins at the third stage of that crisis, i.e., in the mid- 
1960s. 

During the first post-war period the USA was, in all 
respects, the strongest power in the capitalist world; US 
imperialism’s supremacy in the economic, political and 
military spheres was unchallenged. In that period the USA’s 
imperialist aspirations were directed mainly toward con- 
solidating its dominating position in Western Europe itself 
and in the vast areas where the leading role was played by 
the West European colonial powers. In addition, the USA 
planned to restore capitalism in the socialist countries and 
thereby bring these countries into its sphere of influence. 

However, developments showed that US imperialism’s 
claims to world domination were utterly untenable. The 
balance of strength between the imperialist states changes 
uninterruptedly under the influence of the objective law of 
capitalism’s uneven economic and political development. The 
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struggle between the USA and Western Europe was re- 
animated during the second post-war period with the growth 
of the role played by the West European countries in the 
capitalist world economy. The main centres of imperialist 
rivalry had become distinctly delineated by the beginning of 
the 1970s. They were the USA, Western Europe and Japan. 
The economic and political struggle between them unfolded 
with mounting acuteness. The West European countries 
united in the Common Market began to challenge US 
economic and political supremacy. The contradictions be- 
tween the imperialists grew in depth and sharpness. The 
conditions began to arise for a new round of competition 
between the USA and the group of leading West European 
countries. There was an unparalleled aggravation of the 
struggle between the imperialist powers for markets, spheres 
of investment, raw materials and labour. The imperialist 
powers began to form individual groups fighting for a larger 
share of the economic exploitation of the peoples of the 
capitalist world, the redivision of markets and spheres of 
influence, and a larger say in questions of world poli- 
tics. 

However, the economic and political situation in the world 
was changed not only and not so much by the aggravation 
of the contradictions in the camp of imperialism itself, be- 
tween its main centres. World developments and the change 
in the balance of strength between the two social systems 
were fostered mainly by the growing might of the world 
socialist system, which had emerged as a social, economic 
and political community of free, sovereign peoples building 
socialism and united by common aims and interests and close 
ties of international socialist solidarity. The combined forces 
of the socialist community reliably guarantee every socialist 
country against encroachment by imperialist reaction. The 
world socialist system and the forces fighting imperialism, for 
society’s socialist reconstruction are the factors determining 
the main content, orientation and specifics of the modern 
phase of civilisation. All the attempts of imperialism’s 
forces of aggression to “roll back communism” and restore 
capitalism in the socialist countries have proved to be 
abortive. NATO, the military bloc of the imperialist states, 
has been unable to build up a military superiority over the 
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socialist countries, and nothing came of the efforts to organise 
counter-revolutionary risings in some socialist countries. 

The failure of all these plans was not accidental. Over 
the past few decades socialism has demonstrated its strength 
and invincibility in the struggle between the old and the new 
world. With the consolidation of the world socialist com- 
munity the international situation changed more and more 
strikingly in favour of the peoples fighting for independence, 
democracy and socialism. 

In this situation the policy of peace and peaceful co- 
existence pursued by the Soviet Union and the other socialist 
countries is winning ever broader recognition. The Peace 
Programme mapped out at the 24th Congress of the CPSU 
is being successfully carried out. For instance, the USSR and 
France regularly consult each other on political issues and 
promote close scientific and technical co-operation, trade, 
economic and cultural relations. The Federal Republic of 
Germany has recognised the frontiers existing in Europe and 
this has created the conditions for an improvement of its 
relations with the Soviet Union and other socialist countries. 
The signing of the FRG-GDR agreement on principles of 
relations has normalised the situation between these two 
German states with different social systems. 

There has been an improvement also in the relations be- 
tween the USSR and the USA. The talks held in Moscow 
in May 1972 between L. I. Brezhnev, General Secretary of 
the CPSU Central Committee, and US President Richard 
M. Nixon, and then L. I. Brezhnev’s visit to Washington 
in June 1973 and President Nixon’s visit to Moscow on 
June 27-July 3, 1974 were a significant contribution toward 
recognition of the principle of peaceful coexistence between 
the two systems and toward constructive co-operation be- 
tween the USSR and the USA, between socialist and capi- 
talist countries. 

Lenin had regarded the policy of peaceful coexistence not 
only as a means of maintaining peace between the Soviet 
Union and the capitalist states but also as a vehicle for the 
expansion of trade and economic relations. The Soviet Union 
has never turned down such co-operation. It has always 
advocated broad economic relations with capitalist countries. 
Capitalism’s contradictions, expressed in periodic economic 
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crises of overproduction, are compelling the capitalist coun- 
tries to expand trade with the socialist states. Today economic 
necessity makes constructive co-operation between the two 
social systems imperative for the capitalist countries. This 
co-operation covers not only trade within the world division 
of labour but also concerted efforts to resolve the scientific, 
technical, ecological and other problems of the day. 
Capitalism’s development after the Second World War 
has borne out Lenin’s thesis about the struggle of two 
tendencies in the imperialist camp: the tendency toward 
alliance and the tendency toward division, toward a 
struggle between the imperialists themselves. The contra- 
dictions between the imperialists are absolute, while the unity 
between them is relative. An analysis of the contradictions 
between the main centres of present-day imperialism—the 
United States of America and Western Europe—shows that 
the former of the above-mentioned tendencies (the tendency 
towards relative unity) was predominant during the first 
post-war period, and that the latter gained ascendancy 
during the second post-war period. There are no grounds for 
assuming that this situation will change in the immediate 
future. On the contrary, the tendency toward the intensi- 
fication of rivalry will in all probability continue to mount. 


PART ONE 


ECONOMIC RELATIONS BETWEEN THE USA 
AND WESTERN EUROPE 
IN 1945-1955 


CHAPTER ONE 


US IMPERIALISM’S PLANS FOR WORLD SUPREMACY 
AND THE AGGRAVATION OF THE STRUGGLE 
BETWEEN THE TWO SYSTEMS 


1. Economic Consequences of the War to the USA 


The Second World War created conditions favouring eco- 
nomic development in the USA. Right until the outbreak of 
the war US monopoly capital had been unable to surmount 
the aftermaths of the terrible economic crisis of 1929-1933. 
In 1939 industrial output in the USA had reached 98 per cent 
of the 1929 level; the processing industry was using only 
70.7 per cent of its capacity as against 62.5 per cent in 1929. 
When the war broke out in Europe the US monopolies 
quickly took advantage of the commercial activity triggered 
by the huge demand for weapons and military equipment to 
pile up vast fortunes and seize commanding positions in the 
world economy. 

In August 1935, the US Congress had passed a neutrality 
act banning the sale of weapons to belligerents. In those years 
the US imperialists used this act as the excuse for refusing 
to sell weapons to the victims of fascist aggression (Ethiopia, 
Spain). In 1938, on account of the increasing tension between 
the USA and nazi Germany, people in the USA began to 
demand the abrogation of the neutrality law. When the war 
in Europe became a fact there were high expectations in the 
USA that this time the American monopolies would profit 
substantially by the bloodshed. Plans sprang up not only for 
extricating the US economy from stagnation but also for 
removing rivals from the international scene and seizing the 
dominant position in the world. The neutrality law was now 
a hindrance to the realisation of these plans and it was 
repealed in November 1939, three months after the outbreak 
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of the war in Europe. A new law was passed permitting the 
sale of arms to belligerents provided they were purchased for 
cash and were not transported in American ships. At first 
the US imperialists were intent on pumping from their 
European allies, without any risk to themselves, all the cash 
they could pay for American armaments and thereby under- 
mining them as competitors. 

Indicative in this respect are the following figures on the 
USA’s gold imports ($1,000,000): 

1986 1937 1988 ; 1939 1940 1941 1942 

1,144 4,632 1,979 3,575 4,749 962 316 


Source: Statistical Abstraci of the United States, Washington, 1948, p. 902. 


Soon after the war broke out, to pay for military supplies 
from the USA, Britain began spending her gold reserves and 
sold one-fourth of her foreign investments to the tune of 
£1,100 million,* which thereby passed into the hands of the 
US monopolies. The US imperialists counted on getting more. 
Foreseeing the possibility of the British Empire collapsing, 
they had every intention of laying their hands on the British 
colonies and Dominions. 

As a first step, they placed Canada under their protection 
under a treaty signed with that British Dominion on August 
18, 1939. Then on September 2, 1940 they signed an 
agreement with Britain under which in exchange for 50 
obsolete destroyers, transferred to Britain to give her a 
stronger strike force against nazi U-boats, the USA obtained 
a 99-year lease for military bases in British possessions: in 
Newfoundland, British Guiana, the Bermudas, the Bahamas, 
Jamaica, Barbados, Trinidad and Saint Lucia. 

War raged in Europe. Germany was winning easy victo- 
ries, overrunning France and defeating the British forces at 
Dunkirk. She had annexed Austria and partitioned Czecho- 
slovakia, which had been betrayed at Munich by the 
British Prime Minister Neville Chamberlain and his French 
colleague Edouard Daladier, who had counted on directing 
the nazi mailed fist eastward. The nazi hordes had invaded 


* Ekonomika i politika Anglii posle vtoroi mirovoi voiny, Moscow, 
1958, p. 378. 
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Poland, and Britain was left with no alternative but to 
declare war on Germany. In this situation, on March 11, 
1941, the US Congress passed the Lend-Lease Act, allowing 
the Government to lend, lease or otherwise supply military 
equipment to any country whose defence the US President 
considered vital to the defence of the United States. The 
Lend-Lease Act created a form of the USA’s participation 
in the war against nazi Germany and it therefore provided 
neither for an interest nor for a payment deadline. The US 
ruling circles decided to support Germany’s adversaries, who 
would be committed in the war with their armed forces while 
the USA would, at that stage, supply them with arms. Until 
1944 lend-lease was the principal and exceedingly profitable 
(to US business) form of the USA’s participation in the war. 

Official statistics show that the lend-lease supplies in the 
period from March 11, 1941, when the act was adopted, to 
September 2, 1945, amounted to $48,600 million. Out of this 
sum $30,900 million worth of supplies went to Britain and 
her Dominions. The Soviet Union received $11,000 million 
worth, and France and her possessions received $2,800 
million worth of supplies.* Other countries, including 
Latin American states, also received supplies under lend- 
lease. 

Inasmuch as the lend-lease deliveries were paid for by 
the Government, the American monopolies received huge 
profits on them. Transactions were concluded directly between 
the monopolies and Government agencies, in which these 
same monopolies had their representatives. 

According to official and, consequently, understated 
American statistics, the profits of the corporations before the 
Payment of taxes amounted to $3,300 million in 1938, 
$17,200 million in 1941, $21,100 million in 1942, $25,100 
million in 1943, $24,300 million in 1944 and $19,700 million 
in 1945, totalling $107,400 million in 1941-1945.** Relative 
to the national income, the profits of the corporations added 
up to 10.3 per cent in 1938, 30.4 per cent in 1941, 28.9 per 
cent in 1942, 28.3 per cent in 1943, 26.7 per cent in 1944 





* Documents on American Foreign Relations, Vol. VIII, July 1, 
1945-December 31, 1946, p. 154. 
** The Economic Almanac, 1951-1952, New York, 1951, p. 194. 


2—1867 





48 THE USA AND WESTERN EUROPE 


and 23.8 per cent in 1945.* These figures are striking evi- 
dence of the colossal growth of profits not only through the 
expansion of production but also through a sharp intensifica- 
tion of the exploitation of the working people. 

Prior to the war the US industry operated considerably 
below capacity and, consequently, had large reserves. The 
war gave an impetus to industrial development in the USA. 
Investments in construction totalled $11,964 million in 1939, 
$12,560 million in 1940, $16,126 million in 1941, and $18,184 
million in 1942. Then there was a certain decline in invest- 
ments, which in 1943 came to $12,500 million. The lion’s 
share of the investments, most of which were made by the 
Government, went into new construction. 

During the war years (1940-1945) the new construction 
projects cost $50,083 million of which $31,832 million or 
58.9 per cent came out of state funds. 

Thanks to broad financial participation by the state, new 
industries, which the USA had not had before or which were 
inadequately -developed, were built up in the USA during 
the Second World War. These include nuclear, synthetic 
rubber, aluminium, aircraft, shipbuilding and nitrogen 
fertiliser industries. The ferrous and non-ferrous metals, 
electric power and explosives industries were substantially 
enlarged. The economic stagnation subsequent to the eco- 
nomic crisis of 1929-1933 came to an end. The industrial 
production index climbed swiftly: (1935-1939=100) 103 in 
1939, 118 in 1940, 143 in 1941, 176 in 1942 and 179 in 1943. 

Military supplies sharply increased the volume of foreign 
trade. In 1939 the US export amounted to $3,200 million, in 
1940 to $4,000 million, in 1941 to $5,100 million, in 1942 
to $8,100 million and in 1943 to $13,000 million. In 1945, 
when lend-lease was partially halted exports dropped to 
$9,800 million. 

During the war the export of American goods, consisting 
chiefly of armaments and military equipment, was conducted 
mainly under lend-lease. Commercial exports declined. 

As soon as US imperialism entered the war it began en- 
larging its armed forces at a rapid rate. Whereas in 1940 
the budget allocations for military purposes stood at $1,497 


* The Economic Almanac, 1951-1952, p. 194. 
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million, in 1941 they amounted to $6,370 million, in 1942 to 
$26,847 million, in 1943 to $70,267 million and in 1944 to 
$83,766 million. 

World War II was unleashed by the German nazis. It 
started as a clash between two imperialist blocs—Germany- 
Italy-Japan and Britain-France-USA—for world domina- 
tion. When nazi Germany attacked the Soviet Union the war 
became an anti-fascist struggle. An anti-Hitler coalition took 
shape with the USSR, the USA and Britain as its principal 
participants. Nazi Germany’s armed forces were crushed on 
the Soviet-German front, and although it was the Soviet 
Union that made the decisive contribution to the defeat of 
nazi Germany, US imperialism counted on reaping all the 
fruits of the victory over fascism. 


2. US Imperialism’s Plans for World Domination 


Articles expounding a programme for establishing US 
imperialist domination in the world began to appear in the 


American press even before the USA entered the war. For 
example, in 1941 Henry R. Luce, founder and publisher of 
Life, Time and Fortune magazines and a representative of 
bellicose circles of US imperialism, wrote a book, The 
American Century, in which he lamented that in 1919 the 
USA had let slip a “golden opportunity, an opportunity 
unprecedented in all history, to assume the leadership of the 
world.... 

“Consider the 20th century. It is ours not only in the sense 
that we happen to live in it but ours also because it is 
America’s first century as a dominant power in the world.’’* 

The American ruling élite hoped that after the war no 
power would be strong enough to prevent the establishment 
of a Pax Americana. They believed that Germany and the 
Soviet Union would be weakened economically and militarily 
to an extent where for many years they would have no say 
on the world political scene. They discounted France, which 
had been ruined by the war, and saw that in the event 


* Henry R. Luce, The American Century, New York, Toronto, 1941, 
pp. 26-27, 


Qe 
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Germany lost the war Japan would not hold out for long. 
In their view, Britain with her vast colonial empire and 
strong navy was the only power capable of putting up more 
or less serious opposition. While furnishing Britain more 
military aid than any other Allied power, inasmuch as this, 
it was felt, was vital to the defeat of Germany, the USA 
pursued a policy aimed at weakening its British ally. 

During the war the USA built up a navy which, compared 
with the British navy, had over two and a half times more 
battleships, cruisers and destroyers, twice as many submarines 
and nearly six times as many aircraft-carriers. ‘The creation 
of such a huge navy was not necessitated by the war, for the 
combined US-British naval forces had an overwhelming 
superiority over Germany’s navy. Matchless naval strength 
figured as a key factor in the USA’s plans for world domi- 
nation. 

Another important factor in these calculations was the 
building of the largest possible number of naval and air 
bases. The USA had set up such bases in British possessions 
in the Caribbean and in Newfoundland under the treaty of 
September 2, 1940. An agreement was signed with the Danish 
Ambassador in Washington on the building of bases in 
Greenland. The USA set up naval and air bases in Latin 
America and North America. At the termination of the war 
US troops remained in all the major West European states. 
Moreover, after the war, the number of countries with US 
military bases and troop stations was enlarged. At present the 
USA has military agreements with more than 40 countries 
where it maintains bases and troops. 

On April 5, 1947 US President Harry S. Truman declared: 
“The world looks to us for leadership. The force of events 
makes it necessary that we assume that role.” To take over 
that “leadership”, he said, the USA had to be strong adding 
that “a strong United States means a country that maintains 
a military power commensurate with its responsibilities’* (of 
a “world leader”.—A. K.). 

The inseparable link between economic growth and the 
growth of militarism is a law of the development of present- 


* Documents on American Foreign Relations, Vol. TX, January 1- 
December 31, 1947, p. 8. 
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day capitalism. This law comes into operation with the 
expansion of the economic might of the monopolies, with 
their striving to seize all the raw material sources in the 
world and dominate the world markets. In other words, this 
law stems from the bid for world supremacy by imperialist 
countries where the economic and political power is in the 
hands of giant industrial-financial complexes. But no impe- 
rialist power has the military strength to dominate the world. 

The balance of strength between the leading imperialist 
powers openly seeking the premier position in the world is 
changing constantly. The war had enormously weakened the 
European imperialist states economically and militarily, while 
the USA found itself eminently richer and stronger. 

In 1946 the index of the physical volume of industrial 
output of the capitalist countries in relation to the pre-war 
index (1937100) was: Britain 96, France 72, the Federal 
Republic of Germany 31, Western Europe as a whole 70, 
and the USA 147. The contribution of the various countries 
to the industrial output of the capitalist world changed as 
follows: 

1987 1948 
USA 41.4 56.4 
Britain 12:55 41.7 
West Germany 9 
France 6. 
Italy 3. 
Japan 4 


Source: Situation Review. RUeplement to Mirovaya ehonomika i mezhduna- 
rodniye oinosheniya No. 2, August 1957, pp. 4-5. 


After the war industrial production declined in all the 
leading European countries, including Britain. The decline 
was particularly conspicuous in West Germany and France. 
The USA, on the other hand, increased output by 50 per cent. 

As in industrial production, the USA had occupied the 
leading position as an exporter as early as during the war, 
and it retained that position during the initial post-war years. 
The value of its export rose from $3,064 million in 1938 to 
$12,545 million in 1948, ie., increasing by more than four 
times. The USA’s share of the world’s export trade (exclu- 
sive of the USSR and the other socialist countries) cor- 
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respondingly rose from 14.5 to 23.4 per cent.* On the other 
hand, the share of the countries now united in the Common 
Market totalled $4,360 million in 1938 (exceeding the 
American export by nearly 50 per cent) and $6,500 million 
in 1948 (dropping to half the American export). 

The policy of world domination calls for the economic 
exploitation of the world. This was the aim of German impe- 
rialism, which had started two world wars in an effort to 
achieve it, and of Japanese militarism, which had used the 
two wars in Europe to seize huge territories in Asia and 
regarded them as the first phase of its climb to world 
supremacy. US imperialism, too, is pursuing the same aim 
and to this end it is using the favourable post-World War II 
situation. 

Several closed regional markets were formed in the world 
capitalist market in the period between the two world wars. 
During the world economic crisis of 1929-1933 Britain set up 
an imperial preferences system that put her in a privileged 
position in the marketing of British-made goods in her colo- 
nies and Dominions. Similar privileges were created by the 
other imperialist powers in their own colonies. 

The Hay Doctrine was proclaimed by the USA at the close 
of the 19th century in the calculation that open and free 
competition would enable it to use economic means to oust 
its rivals and occupy the dominant positions. It strove to 
break the system of preferences, which was hindering the 
export of American goods and impeding access to the major 
sources of raw materials in the colonial possessions of the 
European powers. The US imperialists decided to use 
Britain’s inevitable weakening as a result of the Second 
World War to strike a blow at the British Empire and 
obtain unrestricted access to her colonial possessions. 

A joint declaration known as the Atlantic Charter was 
adopted by the US President Franklin D. Roosevelt and the 
British Prime Minister Winston Churchill on August 14, 
1941. Some of the common aims of British and US policy in 
the period of the war were formulated in the Charter, which 
stated in part: “Fourth, they will endeavour, with due respect 


* Yearbook of International Trade Statistics, 1958, Vol. 1, New 
York, 1959, p. 13. 
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for their existing obligations, to further the enjoyment by all 
states, great or small, victor or vanquished, of access, on equal 
terms, to the trade and to the raw materials of the world 
which are needed for their economic prosperity.” 

This point gave expression to US imperialism’s plan of 
putting an end to the economic privileges enjoyed by the 
colonial powers in their possessions and creating the condi- 
tions for the realisation of the US doctrine of “open doors 


99 of 


and equal opportunity”. 


3. The USA’s Drive for Economic Supremacy 
in the World 


During the final phase of the war the US imperialists got 
down to setting up agencies that would enable them to 
dominate the world economically after the war. At the same 
time, the USA participated in the creation of the United 
Nations Organisation, which the aggressive circles of US 
imperialism regarded as an instrument of US political 
supremacy. 

A UN Monetary and Financial Conference was held in 
Bretton Woods, USA, in July 1944 under the chairmanship of 
the US Secretary of the Treasury Henry Morgenthau Jr. 
It was attended by representatives of 44 countries, including 
the USSR. This conference adopted a Final Act containing 
the decision to set up an International Monetary Fund and 
an International Bank for Reconstruction and Development. 
The Soviet representative insisted that these future organisa- 
tions should help to restore the economy in countries which 
had suffered most in the war and also to promote co-opera- 
tion in international credits. However, the USA conceived 


* The Atlantic Charter contained some constructive principles for 
the post-war arrangement of the world (recognition of sovereignty, 
territorial inviolability, security, economic co-operation and so forth). 
This motivated the Soviet Union to subscribe to the Charter on Septem- 
ber 24, 1941, but it made the reservation that every people had the 
right to establish the social system and form of government it consid- 
ered necessary and that the practical application of the Charter’s 
principles “must inevitably conform to the circumstances, requirements 
and historical features of one country or another”. 
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these institutions not as a means for helping countries to 
overcome the ravages of the war. 

True, there was no lack of statements to the effect that 
these institutions would grant credits for the restoration of 
what had been destroyed by the war and for the promotion 
of development in territories where the living standard was 
exceedingly low. In reality, however, both the International 
Monetary Fund and the International Bank for Reconstruc- 
tion and Development became the instruments of the leading 
US monopolies for trade and financial expansion. 

The International Monetary Fund was established for 
regional settlements between countries and for rendering 
financial aid to its member states by placing foreign currency 
at their disposal for a certain period. Officially, its aims 
were, among other things, to promote international trade, 
maintain the stability of currencies, facilitate multilateral 
settlements in current transactions and remove the currency 
restrictions obstructing the development of world trade. As 
in a number of other international organisations, the USA 
has seized control of the IMF apparatus and uses it to further 
the interests of the American monopolies. 

The International Bank for Reconstruction and Develop- 
ment was conceived by the American monopolies as another 
important vehicle for achieving economic supremacy in the 
world. Even before the Second World War the USA had 
planned to establish such a bank in order to bring the Latin 
American countries into bondage. In forming the bank at 
the close of the war it was decided to spread its activities 
throughout the capitalist world. 

At the Bretton Woods conference the establishment of 
this bank was motivated by the need to help the member 
states restore their economies, which had been destroyed or 
damaged by the war, assist in the post-war reconversion and 
reconstruction of industry, foster international trade and so on. 

The agreement on the formation of the International Bank 
for Reconstruction and Development came into force on 
December 27, 1945, and the bank began its operations on 
June 25, 1946. Designed by the Americans, its structure 
gives the US monopolies complete control of its activities. 

The plan to set up an International Trade Organisation 
was evolved in the USA at the end of the war. The American 
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monopolies intended to use it as a weapon for expansion in 
the world market. But this intention was frustrated by 
vigorous opposition from West European countries. 

Thus faced with difficulties, the USA proposed a multi- 
lateral agreement on tariffs and trade that would be in 
operation until the International Trade Organisation was 
established. This was the General Agreement on Tariffs and 
Trade that came into effect on January 1, 1948. 

While recognising the principle of most favoured nation 
treatment, the General Agreement contains reservations 
making allowances for operating preferences and permitting 
the formation of customs unions with specific systems of cus- 
toms tariffs. Developing countries belonging to GATT were 
permitted to take steps to protect their industries. 

The General Agreement gave the American monopolies 
the means for securing a certain reduction of the tariffs in 
the member states while preserving much higher customs 
tariffs on imports to the USA. The imperialist contradic- 
tions proved to be extremely deep-seated, with the result 
that the GATT members were able to put up effective resis- 
tance to the USA’s claims and GATT did not become a 
weapon of US imperialism in its efforts to dominate the 
world markets. 

The US ruling circles took steps to extend the activities 
of the Export-Import Bank that was set up in 1934 to finance 
export and import operations and facilitate goods exchanges 
between the USA and other countries. In July 1945 the 
bank’s capital was increased five times, from $700 million to 
$3,500 million. The US monopolies were preparing for a 
major offensive in which a substantial role was to be played 
by the Export-Import Bank. 

Thus, conceived and set up on US initiative, the Interna- 
tional Monetary Fund, the International Bank for Recon- 
struction and Development and the General Agreement on 
Tariffs and Trade, and also the extended Export-Import 
Bank were primed to serve the American monopolies as 
vehicles of economic expansion. Post-war history shows that 
these international agencies were indeed widely used by US 
imperialism, although they did not fully justify the hopes of 
the US financial oligarchy. 
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4. The Truman Doctrine 
and the Turn Toward Cold War 


US imperialism’s programme for world domination proved 
to be untenable. 

First and foremost, contrary to expectations the war with 
nazi Germany did not weaken the USSR and did not give 
rise to conditions enabling the US imperialists to ignore the 
USSR and dictate terms to it. The struggle of the USSR for 
a democratic peace formed an insuperable barrier to the 
USA’s imperialist policies. 

Further, the events in Eastern Europe did not fall in with 
the plans of US imperialism. After achieving liberation 
from nazi oppression with the assistance of the Soviet Army, 
the peoples of the East European countries deposed the 
reactionary regimes headed by the landowners and bour- 
geoisie and chose socialism as their road of development. A 
world socialist system took shape. Its emergence upset US 
imperialism’s plans for world domination. 

As a result, during the early years after the war there 
was an open and radical switch in US policy toward the 
USSR and the People’s Democracies from an alliance with 
the Soviet Union against the fascist bloc to a cold war against 
the USSR, to preparations for a war against the socialist 
countries. 

Indications of this switch became apparent even before the 
end of the Second World War, immediately after the death 
of Franklin D. Roosevelt. In his Annual Message to the 
Congress on January 6, 1945, Roosevelt said: “Peace can be 
made and kept only by the united determination of free and 
peace-loving peoples who are willing to work together— 
willing to help one another—willing to respect and tolerate 
and try to understand one another’s opinions and feelings.”’* 
Admiral William D. Leahy, one of Roosevelt’s closest 
associates and Chief of Staff throughout the war, who was 
present at the Crimea Conference, wrote in his reminiscences 
that Roosevelt wanted ‘to secure Russian co-operation in his 
efforts to achieve a permanent world peace. The latter, in the 


* Documents on American Foreign Relations, 1944-1945, Vol. VII, 
1947, p. 10. 
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President’s mind, hinged on the formation of the United 
Nations Organisation”.* 

This was the keynote of Roosevelt’s report to the US Con- 
gress on the results of the Crimea Conference. It was his last 
public appearance. He died on April 12, 1945. Vice-Pres- 
ident Harry S. Truman automatically became the President 
of the USA. On April 23, eleven days after Roosevelt’s death, 
Truman conferred with top-ranking American officials, the 
subject of their discussion being the relations with the Soviet 
Union and, in particular, the then acute problem of Poland. 

Recalling this conference, Admiral Leahy wrote: “The 
consensus of opinion among the group Truman had called 
together was that the time had arrived to take a strong 
American attitude toward the Soviet Union and that no 
particular harm could be done to our war prospects if Russia 
should slow down or even stop its war effort in Europe and 
Asia. The Joint Chiefs were about to change our military 
policy anyway on the basis of studies made in Moscow by 
General Deane.’”** General John Deane was known as an 
advocate of immediate war against the USSR. 

In the USA and other capitalist countries a propaganda 
campaign was started with the aim of preparing public 
opinion for a hostile policy toward the USSR. 

In March 1947 Truman requested the US Congress to 
allocate $400 million for aid to Greece and Turkey. He pro- 
claimed that henceforth the guidelines of American policy 
would be aid in dollars and arms to any reactionary forces 
prepared to fight the socialist camp and the democratic 
movement generally. 

Known as the Truman Doctrine, this policy rejected the 
possibility, recognised by Roosevelt, of peaceful coexistence 
between the capitalist and socialist systems and expressed 
US imperialism’s intention to use armed force to crush any 
social system disagreeable to it and also those who cham- 
pioned that system. 


* I Was There. The Personal Story of the Chief of Staff to Presi- 
dents Roosevelt and Truman Based on His Notes and Diaries, Made in 
Time by Fleet Admiral William D. Leahy, New York, London, Toronto, 
1950, p. 292. 

** Tbid., p. 351. 
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An intensified ideological struggle by means of unbridled 
slander campaigns and direct subversion became part of the 
cold war against the Soviet Union and the other socialist 
countries. 

The Truman Doctrine signified active support for reaction- 
ary elements in the People’s Democracies and the organisa- 
tion of conspiracies and counter-revolutionary coups with the 
object of separating these countries from the socialist com- 
munity and drawing them into the orbit of anti-Soviet policy. 

The cold war against the socialist countries failed utterly. 
The people of the East European socialist states wrecked the 
plans of the imperialists. 





CHAPTER TWO 


THE USA ENCROACHES ON WESTERN EUROPE’S 
INDEPENDENCE ON THE PRETEXT OF SAVING IT. 
THE MARSHALL PLAN 


1. Consequences of the War to the West European States 


The war had seriously dislocated the economy of Western 
Europe. Inflation and the depreciation of many European 
currencies made it difficult to restore normal economic rela- 
tions. The living standard of the population, above all of the 
working people, had dropped. Many thousands of people, 
particularly skilled workers, had died on the battlefield, in 
concentration camps and as a result of persecutions. 

However, the economic consequences of the war were 
different in the various West European countries. 

During the war nazi Germany had occupied 14 European 
states and used their economic resources for the conduct of 
the war. Between 1940 and 1944 she “had become the cen- 
tral cog in the economic machinery of continental Western 
Europe”.* As a result, she was able to continue enlarging the 
output capacities of industry, chiefly for the production of 
armaments. 

Germany’s economy went through two phases during the 
Second World War: the first in 1939-1942 and the second in 
1942-1945. At the first phase the economy was not over- 
strained. The nazis made wide use of the resources of the 
countries they had overrun. Total mobilisation of the 
economy began at the second phase. This was felt particu- 
larly in 1943-1944. 

If we take the war output of 1940 as equal to 100, we shall 
find that in 1941 the index stood at 101, in 1942 at 146, in 


* Europe’s Needs and Resources. Trends and Prospects in Eighteen 
Countries, New York, 1961, p. 6. 











30 THE USA AND WESTERN EUROPE 


1943 at 229, in 1944 at 285, and in the closing months of 
1944 at 332. Production of consumer goods was practically 
halted in 1943. 

During the first years after the war there was an exagger- 
ated opinion about the scale of the destruction caused to 
German industry as a result of the fighting and bombing. 
Later it came to light that British and US aircraft had 
bombed mainly residential districts of large cities and trans- 
port junctions. As regards industrial objectives, they had only 
bombed the “underbelly” of Germany’s war economy: 
synthetic fuel and synthetic rubber plants, individual engi- 
neering factories, and so on. 

Official statistics indicate that in the Ruhr basin the 
bombing caused the following reduction in output: 2 per cent 
in the production of coal and 5 per cent in the production of 
steel and pig iron. Meanwhile, the production capacities 
were enlarged. In 1936 the Rhineland and Westphalia had 
82 blast furnaces and 238 Thomas, bessemer and open-hearth 
furnaces; in 1947 they had 118 blast furnaces and 280 
Thomas, bessemer and open-hearth furnaces. In July 1944 
the war output was over 200 per cent above the 1940 level. 

After the war there were far-reaching plans for disman- 
tling the German industry in order to reimburse the losses 
inflicted on the economy of the countries that had been 
invaded by the nazis. However, the list of the West German 
factories earmarked for dismantling was reconsidered and 
shortened several times, and actually 697 factories were 
dismantled in 1946-1950. The dismantled equipment was 
worth only 600 million marks. What really hit the West 
German economy was the confiscation by the US and British 
occupation authorities of over 100,000 patents valued at 
$4,400 million.* If account is taken of the war-time growth 
of German industry’s production capacities, it will be seen 
that the destruction and losses due to the hostilities and the 
dismantling did not exceed this growth and it may be said 
that when the Second World War ended the production 
apparatus of the German industry remained at and 
even surpassed the pre-war level. The Soviet economist 


* Reparationen, Sozialprodukt, Lebensstandart, Uersuch eines Wirt- 
schaftsbilang, Bremen, 1947, p. 74. 
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Y. L. Khmelnitskaya notes that in 1947 German experts 
estimated the West German industrial capacity at 68 per cent 
of the pre-war (1936), while in 1949 this capacity was 
estimated at 90 per cent and later even at 100 per cent of the 
pre-war level. 

During the war, despite the huge military expenditures, 
the German economy expanded through the exploitation and 
pillaging of the occupied countries. Industrial production 
began to decline in the summer of 1944, but serious economic 
difficulties set in for Germany only after her defeat. 

Germany’s national income rose steadily during the war 
years until 1944. It totalled 82,000 million marks in 1938, 
110,000 million marks in 1940, 120,000 million marks in 
1941, 125,000 million marks in 1942 and 135,000 million 
marks in 1943. It began to diminish in 1944, when it amount- 
ed to 130,000 million marks. During the first post-war year 
(1946), Germany’s national income amounted to 32,000 mil- 
lion marks, i.e., only 40 per cent of the pre-war year of 1938.* 

The national debt was almost treble the national income, 
totalling 380,000 million marks in 1945. All of Germany’s 
foreign investments were confiscated by her adversaries in 
the war. 

As a result of the war imperialist Germany dropped out of 
the running as an aspirant for world supremacy. Economical- 
ly she found herself in a state of total prostration, her 
economic system was paralysed and her economy was con- 
trolled by the victor powers. 

For Britain the economic consequences of World War II 
were much more grave than of World War I. Although her 
manpower losses were only one-third of the casualties suf- 
fered by her in the First World War, the economic and 
political damage was considerably greater. 

For example, in 1938 her expenditures on preparations for 
the war amounted to 6 per cent of her GNP, while during 
the war she spent nearly half of her GNP on war require- 
ments. The portion of the GNP spent on war grew as follows: 
6 per cent in 1938, 12.5 per cent in 1939, 33.5 per cent in 
1940, 41 per cent in 1941, 44.5 per cent in 1942, 48 per cent 
in 1943 and 46.5 per cent in 1944. The war industry em- 


* Ibid., p. 86. 
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ployed 44 per cent of the factory and office workers. There 
were 5,250,000 men in the armed forces. Together with the 
armed forces, the number of people working in the war 
industry exceeded 60 per cent of the employed population. 
Four-fifths of all the budget expenditures were channeled for 
war requirements and only one-fifth for the satisfaction of 
non-war requirements. The budget allocations did not cover 
all the war requirements: 20 per cent of all the war supplies 
were received through US lend-lease and 10 per cent came 
from the Dominions. Thus, Britain herself obtained only 70 
per cent of what she needed for the conduct of the war. 

Further, on account of the war Britain’s overseas invest- 
ments shrank by £1,065 million, i.e., by one-fourth. Her 
external debt increased by £2,300 million in the period from 
September 1939 to June 1944. Her balance of payments with 
the external world thus diminished by £3,365 million during 
the war. Alongside the overall weakening of Britain’s eco- 
nomic and financial might, these losses were a major factor 
scaling down her role as a world creditor and turned her into 
a debtor. 

According to the British economist Tibor Barna no essen- 
tial damage was suffered by British industry’s production 
apparatus or by the sources of accumulation in Britain. He 
opines that the heaviest blow to the British economy’s exter- 
nal positions was struck by the US monopolies, which seized 
some of the most important markets where British goods had 
once predominated. 

For France, too, the economic consequences of the war 
were extremely grave, but they were not as serious as the 
aftermath of the First World War. As a result of the 
treachery of the ruling circles, France surrendered in 1940. 
On French territory the hostilities lasted for not more than 
a month and the war damage and casualties were therefore 
light. The number of men killed in battle was 250,000 as 
against the 1,400,000 killed during the First World War. The 
manpower losses, including those who died in air raids, in 
concentration camps and in POW camps, totalled 635,000 
persons. Many buildings were destroyed during the hostili- 
ties, but the country’s economic potential was hardly affected. 
Germany made France pay for the upkeep of the occupation 
forces in her territory and included the French economy into 
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the economic machine serving the Reich’s military require- 
ments. Upon becoming a part of the nazi war machine the 
French monopolies strove, not without success, to snatch their 
share of the war profits of the German monopolies. 

However, the people of France stood staunchly on the side 
of the anti-Hitler coalition. This found expression not only 
in the massive Resistance against the nazi invaders on French 
territory but also in the fact that the working masses refused 
to work for nazi Germany. During the war years labour pro- 
ductivity at French factories dropped by 50 per cent and 
there was the corresponding shrinkage of industrial output. 
Farm production was cut down drastically and the livestock 
population was halved.* 

After France’s liberation her index of industrial output was 
50 per cent of the pre-war (1938) level. 


2. First Post-War Difficulties and Contradictions 
in the Relations Between the USA and Western Europe 


After the Second World War the relations between the 
USA and Western Europe were influenced by the contradic- 
tions between the two social systems and between the 
imperialist powers themselves. Economic and political con- 
tradictions intertwined and actuated each other. To under- 
stand the relations between the USA and Western Europe 
one has, therefore, to consider the impact and interaction of 
many factors of the internal and external situation both in 
the West European countries and in the USA. 

The crux of the contradictory character of the USA’s 
post-war economic development was that the attainment of 
the principal objectives of the programme for “world leader- 
ship” depended on the country’s further economic growth 
and on the maintenance of full employment, whereas the end 
of the war and the curtailment of war production led to a 
sharp fall of the level of industrial output and to a growth 
of unemployment. The US economy reached its high point in 
1943; in 1944 the level of industrial production began to 
drop. 

* Donald C. McKay, The United States and France, Cambridge, 
Massachusetts, 1951, pp. 149-50. 
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Essentially speaking, the USA’s economic growth during 
the war years began only as a result of the European demand 
for war supplies and the lend-lease deliveries. Also, an 
immense role was played by the USA’s own military expen- 
ditures following its entry into the war. The end of the war 
and the discontinuation of lend-lease deliveries put the USA 
in a difficult position. It was impossible to retain the leader- 
ship of the world economy without expanding production and 
without a continuously growing volume of exports. The 
American industrialists, therefore, strove to stop the decline 
and ensure a further high level of industrial output. The 
production capacities that had swelled during the war gave 
the US monopolies virtually unlimited possibilities for 
economic expansion in the world markets, but these possibil- 
ities encountered a limited purchasing power in other coun- 
tries, notably in Western Europe. 

In order to find a way out of this situation, the US 
Government’s Special Committee on Post-War Economic 
Policy and Planning undertook a tour of Western Europe in 
August-September 1945. It conferred with the US represen- 
tatives in European countries, with the Allied Control Coun- 
cil for Germany and with Government officials in the West 
European countries. On November 12, 1945 this committee 
submitted a report to the US President, recommending: 
1) immediate relief to the West European countries “to 
prevent the deterioration of Europe into anarchy, disease, 
and economic stagnation”; 2) short-term loans to Western 
Europe for the purchase of raw materials, vehicles, food and 
fuel; 3) long-term loans “for general reconstruction and 
recovery of the total economies” provided the recipient coun- 
tries “show good faith in their acceptance of the Bretton 
Woods agreements”’.* 

During the war exports had grown chiefly on account of 
lend-lease. All lend-lease deliveries were halted unilaterally 
by the US Government in 1945. 

This created enormous difficulties for Britain, which had 
been getting the lion’s share of lend-lease aid. She was forced 
to ask the USA for a loan. 


* Documents on American Foreign Relations, Vol. VUI, pp. 605-06. 
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On December 6, 1945 the USA granted Britain a loan of 
$3,750 million but demanded, first, a pledge that Britain 
would ratify the agreement setting up the International Bank 
for Reconstruction and Development and the International 
Monetary Fund and support the US proposal for the estab- 
lishment of the International Trade Organisation. 

Second, Britain pledged to use the loan to pay only for 
imports of American goods at prices dictated by the Ameri- 
can suppliers. It has been officially estimated that Britain 
lost 28 per cent of the loan on surplus payments as a result 
of the jacked-up prices of the American goods imported by 
her. 

Moreover, Britain promised to settle her payments accounts 
with countries of the sterling bloc and also with other coun- 
tries, and to introduce, within a year, a free exchange rate 
for her currency relative to the dollar. 

The example of this loan shows that the US imperialists 
took advantage of the difficult economic position of their 
British partner and of other West European countries to 
force their demands on them. 

France found herself in approximately the same position. 
When lend-lease was halted she had to ask the USA for a 
loan in order to have the possibility of purchasing vital 
industrial plant in the USA. In September 1945 she was 
granted a loan of $550 million. In May 1946 she signed a 
number of financial agreements with the USA by which she 
received a loan of $650 million from the US Export-Import 
Bank. All these agreements contained unusual economic and 
political conditions. 

As in the case of Britain, the USA used France’s economic 
difficulties to compel her to support the “open doors” policy, 
which restricted her sovereignty in foreign trade policy and 
intensified her economic dependence on US imperialism. 

However, these steps of the US Government did not solve 
all the difficult problems facing the American economy. 
First, the commitments that the West European countries had 
to undertake were either not carried out at all or were met 
halfheartedly and not in the envisaged volume. For example, 
the free convertibility of the pound, which Britain had 
pledged to introduce, was initiated only in August 1947 and 
existed only for one month. The reason for this was that 
30 
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this step started a drain of British capital. The Government 
had to stop the free exchange of the pound and reintroduce 
control. The governments of the West European countries 
maintained their opposition to the establishment of the Inter- 
national Trade Organisation and used every loophole to 
evade fulfilling some of their other commitments. 

For economic, military and political reasons Western 
Europe remained in the focus of the USA’s world policy. 
Prior to the Second World War the West European coun- 
tries accounted for at least 40 per cent of the American 
export trade, while in the American exports of capital they 
occupied second place. After the war, in connection with the 
cessation of lend-lease, American exports to Western Europe 
decreased. It was possible to step up exports chiefly to in- 
dustrialised countries. The loans that Britain and France 
received and had to use for the purchase of American goods 
were soon expended. The problems confronting the USA 
were not solved. Other ways of solving them had to be 
found. Military and political factors likewise demanded more 
radical steps toward the realisation of the plans for “world 
leadership”. 

By 1947 the US imperialists were able to sum up the first 
results of their post-war policy, and they found that the im- 
plementation of their plans for world domination was not 
proceeding as smoothly as they had expected. 

The enormous war machine that had been started up in 
the USA during the war continued to function. The hundreds 
of military bases set up in different countries, the powerful 
air force scattered over all seas and continents and the huge 
navy made a world policeman of the USA. Although the 
numerical strength of the armed forces had been cut by 
three-fourths in 1946, military spending decreased by only 
47 per cent (from $81,300 million in 1945 to $43,200 million 
in 1946).* The share of the military expenditures in the 
budget was 82.7 per cent in 1945 and dropped only to 71.7 
per cent in 1946. The military might of the USA, which at 
the time had, moreover, a monopoly over the atomic bomb, 
was the main factor behind the policy of world domination. 
But this policy could be effectuated only by economic expan- 


* Statistical Abstract of the United States, Washington, 1963, p. 256. 


USA ENCROACHES ON WESTERN EUROPE’S INDEPENDENCE 37 


sion. By 1947 the US monopolies saw that the “open doors” 
policy had failed. The privileged closed regional markets 
remained in operation in the capitalist world. The measures 
taken by the US imperialists to ensure economic expansion 
had proved to be ineffective as means of securing world 
supremacy. This was demonstrated by the experience of the 
initial post-war years. The substance of the switch that took 
place in US policy in 1947 was that henceforth it was decid- 
ed to begin building up the military machine to proportions 
enabling the USA to back up its policy with violence. All 
the steps taken by US imperialism subsequent to 1947 can 
be understood only in the light of this new policy of creating 
the military foundations for the attainment of world domi- 
nation. 

The switch to this policy, which involved the militarisation 
of the US economy on an unprecedented scale, was induced 
both by external and internal factors. 

Among the external factors was the failure of the policy 
of dictating terms to the USSR and the People’s Democracies. 

The objective of the “positions of strength” policy, which 
the US imperialists began pursuing in 1947, was to give the 
imperialist camp military superiority over the socialist com- 
munity and, at a propitious moment, present the socialist 
countries with an ultimatum and dictate terms to them on the 
threat of being crushed by military force. The “anti-com- 
munism” signboard was used as a cover for the mercenary 
aims of the US monopolies, which strove to subordinate the 
countries of the socialist community. 

The significance of the military bloc conceived by the 
imperialist powers was not confined to objectives directed 
against the USSR and the socialist community as a whole. 
The idea of including the leading West European powers in 
such a bloc meant also their acceptance of US leadership. 
Thus, the creation of a military bloc under the aegis of the 
USA went far toward helping to solve the problem of US 
“leadership” of Western Europe. 

But besides capitalist Western Europe and the socialist 
countries in Europe and Asia, there are vast regions in Asia, 
Africa and Latin America that had been the objects of exploi- 
tation chiefly by the European imperialist powers. Almost as 
soon as the war ended the national liberation movement 
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began to grow swiftly in almost the whole of the colonial 
world. This marked the beginning of the colonial system’s 
disintegration. A feature of post-war development in this field 
was that the imperialists of the USA and the West European 
countries not only joined forces to fight the colonial peoples 
and preserve their overseas possessions but engaged in a bit- 
ter struggle among themselves for a redivision of colonies 
and spheres of influence. 

While most of the West European imperialist countries 
sought to use all, including military, means to retain posses- 
sion of their colonies in one way or another, US imperialism 
pursued a neocolonialist policy aimed at proclaiming formal 
political independence and installing in the liberated coun- 
tries puppet regimes guaranteeing US economic domination. 

The year 1947 thus witnessed the beginning of a new phase 
of the struggle of the imperialist powers against the socialist 
system and the national liberation movement of the colonial 
and dependent countries, and of the struggle among the 
imperialists themselves for a redivision of the world, for a 
repartitioning of spheres of influence. Post-war development 
was marked by the struggle between these three principal 
forces on the international scene—imperialism, socialism and 
the national liberation movement—by a struggle in three 
directions: imperialism against the socialist system, imperial- 
ism against the national liberation struggle, and the struggle 
of the imperialist vultures among themselves. The overriding 
feature of this course of events was US imperialism’s drive 
for world supremacy, for “leadership” of the world. 

To carry out the task of consolidating the American lead- 
ership of Western Europe meant, first, preventing social up- 
heavals in the countries of that area and strengthening the 
rule of the reactionary monopoly circles; second, making 
these countries economically dependent on the USA; third, 
involving them in an aggressive military bloc with American 
generals in command. These measures were put into effect in 
1947-1949. The Truman Doctrine, the Marshall Plan and the 
North Atlantic Treaty were the consecutive stages by which 
US imperialist policy was enforced. 

The political situation in the West European countries 
during the initial years after the war was extremely unstable, 
with the rule of big monopoly capital and the landowners 
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constantly threatened. In France pressure by the people 
forced the Government to nationalise the coal, electric power 
and gas industries and also the leading savings banks and 
insurance companies. The working people won a number of 
social benefits. 

In Britain a Labour Government came to power in 1945 
and it too nationalised some industries. Even in West Ger- 
many, where the decisions of the Potsdam Conference were 
circumvented, the people were demanding the socialisation of 
the large-scale industry and the banks. In their programmes 
not only the Social-Democrats but also the Christian 
Democratic Union, the party of the big bourgeoisie, envisaged 
the socialisation of the coal and metallurgical industries. 
The same situation obtained in some other West European 
countries. On the social level the objective situation in the 
leading West European countries after the Second World 
War was quite favourable for abolishing monopoly capitalist 
rule. In some countries, Italy and France for example, im- 
mense prestige was enjoyed by the Communist parties, which 
had been steeled in battle against fascism and won the sup- 
port of broad sections of the working people. However, the 
working class of these countries had to contend not only with 
the discredited monopoly capital élite but also with the 
military machine of British and US imperialism, which 
remained in occupation of the West European countries even 
after the defeat of German nazism. 

According to James V. Forrestal, who was the US Secretary 
of Defence at the time, in May 1946, Truman was ready to 
move troops from the American zone of Germany to France 
if, after the French election of that year, there was any 
prospect of the Communist Party gaining power. He was 
ready to do the same in 1948 in Italy, where an identical 
situation arose.* After the war the British and US military 
Bie sore in West Germany played an extremely reactionary 
role. 

Motivated chiefly by their own interests, the US imperial- 
ists helped the monopoly bourgeoisie of the West European 
countries to resist revolutionary changes. Everywhere the 
USA backed the most reactionary elements and helped 


* Philip Bolsover, America Over Britain, New York, 1953, p. 19. 
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the big monopoly bourgeoisie to keep the economic and po- 
litical power. 

However, in view of the internal situation the monopoly 
bourgeoisie of the West European countries had to manoeu- 
vre, make some concessions to the working masses and meet 
their demand for the nationalisation of some of the key in- 
dustries and the major banks. It made concessions that did 
not affect the foundations of its domination in politics and 
the economy, and fought desperately to preserve the economic 
and political power in its hands. It was vigorously assisted 
also by the Right-wing Socialists, who had split the unity of 
the working people in the struggle for socialism. 

Fear of social upheavals in post-war Western Europe made 
US imperialism assume the role of “saviour” of the capital- 
ist system not only in the political but also the economic 
sphere. 

In the USA they began to speak of a fundamental change 
in American policy toward Europe as early as the end of 
1946. In a major work, Europe’s Needs and Resources, pub- 
lished in the USA in 1961, it is stated that this “fundamental 
change in American policy” was “based on a new apprecia- 
tion of the real economic weakness of Western Europe”.* 
Further, the authors asserted that without US aid the West 
European countries were unable to maintain the needed 
volume of imports for their economic development. However, 
the USA was itself interested in increasing exports to these 
countries in order to maintain its own economy and employ- 
ment at the required level. But inasmuch as Western Europe’s 
gold and currency reserves and foreign trade revenues were 
inadequate to sustain imports the USA had to find the ways 
and means of expanding its exports to Western Europe that 
would not require large outlays of gold and currency by the 
European countries. The Marshall Plan was designed as the 
solution of this problem. 

A vociferous anti-communist campaign was launched in the 
USA to substantiate the need for broad assistance to Western 
Europe. In the press and in official statements it was alleged 
that Europe was on the threshold of a communist revolution, 
and that the Communists were deliberately slowing down 


* Europe’s Needs and Resources, p. 10, 
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economic rehabilitation in order to kindle chaos and use the 
difficult economic situation to seize power. Describing the 
“sufferings” of the European peoples, Harry B. Price wrote in 
a study of the Marshall Plan that “such conditions would 
have invited a rise of new dictatorships and an accelerated 
expansion of communist control, jeopardising the entire free 
world”.* In the US Congress Karl E. Mundt, a member of 
the House of Representatives, declared that the Communists 
were “deliberately slowing down economic activity so as to 
produce chaos and put an end to freedom’”.** Reporting to 
the US Congress in March 1948 on the results of the hear- 
ings on the Marshall Plan bill in the Foreign Relations 
Committee, of which he was the chairman, Senator Arthur 
H. Vandenberg offered as his principal argument the view 
that this aid would intensify the struggle against commun- 
ist “aggression” and “dictatorship”. 

This entire campaign had no real foundation. The Com- 
munists were the most active proponents of Europe’s economic 
restoration. Suffice it to recall the battle for production that 
was conducted by the French Communist Party while the 
monopoly bourgeoisie of some countries was deliberately 
obstructing economic rehabilitation. 

The real aims of the Marshall Plan were to pave the way 
for the economic expansion of the US monopolies and 
strengthen US imperialism’s political and military hold on 
Western Europe. This is proved both by the terms and by 
the nature of the aid that was rendered under the plan. 

The US imperialists desired Western Europe’s economic 
restoration because this was vital to the expansion of Ameri- 
can foreign trade. 

American publications on the programme for European 
restoration stated plainly: “Our stake in European recovery 
is great because our economy depends on flourishing world 
production and trade.’*** For their part, too, the West Euro- 
Pean monopolies wanted American aid, which, they felt, 
would speed up Western Europe’s economic recovery on a 
capitalist foundation. 





* Harry B. Price, The Marshall Plan and Its Meaning, New York, 
1955, p. 32. 
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""* The European Recovery Program, New York, 1947, p. 801. 
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3. The Marshall Plan 


In June 1947 the US Secretary of State George C. Mar- 
shall announced a programme of economic aid for West 
European countries. Known as the Marshall Plan, this pro- 
gramme powerfully influenced the economic and _ political 
development of Western Europe. 

Following this announcement the US President set up three 
committees to study the question of aid for West European 
countries: a committee under the chairmanship of Julius 
A. Krug, Assistant Secretary of the Interior; a committee 
headed by the Chairman of the Council of Economic Advi- 
sors Edwin G. Nourse; and a committee headed by Averell 
Harriman, who at the time was Assistant Secretary of Com- 
merce. 

The Krug committee studied the resources and possibilities 
of the US economy with respect to the foreign aid programme. 
In October 1947 it presented a report in which it was 
stated that the US economy had sufficient resources for sub- 
stantial overseas aid. 

The Nourse committee studied the effect of foreign aid on 
the US economy. In its report, submitted to the US President 
on November 1, 1947, the committee offered the conclusion 
“that without a new aid programme there would be a sharp 
drop in American exports”. Further, it noted that the possible 
industrial paralysis in some countries “would have repercus- 
sions of major proportions upon our own economy and upon 
world stability’”.* The committee gave its approval to the aid 
programme. 

Of the three, the Harriman committee was the most im- 
portant both for its composition and task. It consisted of 
representatives of over 20 leading corporations and banks, 
the actual masters of the USA, and its task was to determine 
the principles and policy of foreign aid, study the require- 
ments and production potentials of the European countries, 
the magnitude of the aid needed by them, the effect of this 
aid upon the US economy, and the problems of finance and 
administration. 


* Harry B. Price, op. cit., p. 40. 
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The Harriman committee found that it was in the USA’s 
vital interests—economic, strategic, political and even 
humanitarian—to foster Europe’s economic recovery. 

All these committees thus acknowledged that economic aid 
was vital to the interests of the USA itself. It was now a mat- 
ter of laying down the conditions for the receipt of that aid. 

One of the objectives pursued by the US policy of economic 
aid to Western Europe was to maintain the unity of the 
capitalist countries through some form of association. Begin- 
ning with the Marshall Plan the USA actively peddled the 
idea of West European integration. A key condition for the 
implementation of this policy was the establishment of US 
leadership in any organisation of the West European capital- 
ist countries. Thus, a prior condition for Marshall Plan aid 
was the creation in Europe of a supervisory committee that 
would draw up the programme for West European economic 
recovery under the aegis of the USA. 

The West European countries eager to receive American 
aid forthwith responded to this suggestion and a European 
conference was convened as early as at the end of June to 
settle the question of the forms and terms of US aid. This 
conference was attended by representatives of the USSR and 
the socialist countries of Eastern Europe. 

At the conference it was found that there was a funda- 
mental divergence of views between the West European 
capitalist states and the socialist countries. The latter firmly 
championed the state sovereignty and equality of all coun- 
tries, big and small. They held the view that US aid should 
be accorded first to the countries that had suffered from fas- 
cist aggression and that that aid should be extended on terms 
that did not affect their national interests. This clashed with 
the plans nurtured by US imperialism, which was out to form 
a bloc of imperialist powers in Western Europe directed 
against the socialist countries. One of its main objectives was 
to draw West Germany into such a bloc. 

On December 12, 1945 the US Secretary of State James 
F. Byrnes made a statement on US policy toward Germany 
in which he declared that that policy “makes the maximum 
Possible contribution to recovery in areas recently liberated 
from Germany” and that its purpose was “to set up a struc- 
ture that will provide for the future recovery of Germany in 
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conformity with the principles agreed at Potsdam”. Byrnes 
went so far as to declare that it was the USA’s “intention to 
maintain the policy of hastening the recovery of liberated 
areas, even at the cost of delaying recovery in Germany’’.* 
Yet, two years later, in 1947, a volte-face was effected in 
US policy in the German question by aggressive imperialist 
circles, who adopted a “tough line” toward the USSR and the 
other socialist countries. They denounced the Morgenthau 
Plan. As early as September 1946 the same James F. Byrnes, 
in his notorious Stuttgart speech, urged the formation of 
central German organs of power not on the basis of the co- 
ordinated international decisions on Germany but through 
the re-establishment of the power of the monopoly bourgeoi- 
sie. Reactionary circles in the USA found a common language 
with the reactionary circles of the West German bourgeoisie 
and began planning the build-up of a Western potential for 
an assault on the socialist countries. 

The West German imperialists were well aware that with- 
out Western, notably US, support they would neither restore 
the West German economy nor get a place in the “concert 
of Great Powers”. Quickly reacting to the anti-Soviet orien- 
tation of the USA’s new policy, they harped on the contradic- 
tions between the USA and the USSR and advanced the idea 
of European unity.** The leaders of US imperialism saw in 
this idea a convenient way of turning Western Europe into 
an instrument of their policy. Moreover, it provided a con- 
venient way for including West Germany in a bloc of West 
European reactionary forces and giving her aid for the res- 
toration of her economy and strengthening the entire Western 
potential for anti-Soviet purposes. Moreover, West Germany 
was becoming one of the principal recipients of Marshall 
Plan aid. 

A conference of 16 West European states took place on 
July 12-15, 1947, ten days after the European conference 
was disrupted. This conference set up the Organisation for 
European Economic Co-operation, which was given the as- 
signment of drawing up a report on the resources and needs 
of the West European countries for the restoration of their 
economies. This report and a plan for Western Europe’s 

* Documents on American Foreign Relations, Vol. VIII, p. 199. 

** See Chapter Five. 
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economic rehabilitation for a period up to the end of 1951 
were completed on September 22. 

The Organisation’s aid estimate of $29,200 million was at 
once reduced, by request of the USA, to $22,400 million. The 
US Government asked the Congress to approve a sum of 
$17,000 million for a period of four years and three months, 
but the Congress decided to allocate $4,000 million spread 
out over a period of 15 months (from April 1948 to July 
1949) and subsequently to approve the aid allocations for 
every year separately. Further, it was decided that the aid 
agreements would be concluded not with the Organisation 
for European Economic Co-operation, in which 16 countries 
were represented, but with each of the recipient countries 
individually. This gave the USA a constant lever for pres- 
suring any European country receiving American aid. 

The dollar shortage of the European countries to pay for 
American goods was the main economic raison d’étre of the 
Marshall Plan. The USA needed a larger market for its ex- 
ports, but the West European countries did not have the 
money to pay for them. Besides, in mid-1947 they had begun 
instituting steps to reduce imports from the USA. The terms 
for Marshall Plan aid gave the US monopolies the possibility 
of expanding their exports to Europe at the expense of Gov- 
ernment financial backing. They were paid for the bulk of 
their Marshall Plan exports out of the US state budget. 

Of the total aid given to Western Europe during the two 
years and nine months the plan was in operation, $8,800 
million were used for the procurement of goods: $2,700 mil- 
lion (31 per cent) for food, feed and fertilisers; $2,800 mil- 
lion (32.1 per cent) for raw materials and semi-finished 
goods; $1,200 million (14 per cent) for fuel; $1,600 million 
(18.4 per cent) for machinery and vehicles, and $400 million 
(4.5 per cent) for miscellaneous items, including tobacco.* 

Marshall Plan expenditures totalled: 


from April 3, 1948 to June 30, 1949 — $5,953 million 
from July 1, 1949 to June 30, 1950 — $3,523 million 
from July 1, 1950 to June 30, 1954 — $2,405.9 million 
from July 4, 1954 to February 29, 1952 —$1,110.5 million 
Total — $12,992.4 million 


“Harry B. Price, op. cit., pp. 130-31. 
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The way this aid was distributed among individual coun- 
tries leaves no doubt about the fact that the US Government 
was guided not only by economic but also, and primarily, by 
military and political considerations. Over $8,500 million or 
nearly 66 per cent of the total aid was received by four coun- 
tries: Britain, France, Italy and West Germany, i.e., by the 
USA’s principal NATO allies. 

What role did this plan play in West European economic 
development and what was its impact on the USA’s economic 
and political relations with Western Europe? 

Unquestionably, the Marshall Plan gave an impetus to eco- 
nomic recovery in Western Europe. Supplies from the USA 
helped to create a reserve of consumer goods, raw materials, 
semi-finished goods and industrial plant. 

Therefore, it cannot be denied that this plan was signif- 
icant to the economic rehabilitation of Western Europe. On 
the other hand, its role should not be exaggerated. Marshall 
Plan aid came to a tiny percentage of the national income 
of the recipient countries: 3 per cent in Britain, 4 per cent 
in France, 5 per cent in Italy, 2.5 per cent in West Germany, 
8 per cent in the Netherlands, 9.5 per cent in Austria, 13 
per cent in Greece, 4 per cent in Belgium and Luxembourg, 
3 per cent in Denmark, 5 per cent in Norway, 2 per cent in 
Turkey, 5 per cent in Ireland, 1 per cent in Sweden and 6 
per cent in Iceland. 


4. The Marshall Plan and the Formation 
of Aggressive Military Blocs 


The economic, military and political significance of US 
aid to Western Europe coincided both in substance and in 
time. The Foreign Assistance Act was passed in April 1948. 
The allocations under that act for 15 months were completed 
in June of the same year, and in that same month the prin- 
cipal participants in the Marshall Plan began talks on the 
conclusion of the military North Atlantic Treaty. The Mar- 
shall Plan and the North Atlantic Treaty were thus two 
phases of an agreed policy of setting up a bloc of imperialist 
states against the socialist community, the growing national 
liberation movement of the oppressed peoples, and the 














USA ENCROACHES ON WESTERN EUROPE’S INDEPENDENCE 47 


revolutionary, progressive movement in the West European 
countries. Military blocs were formed in the capitalist world 
simultaneously with the formalisation of Marshall Plan aid. 

As early as 1947 the USA had signed the Western Hemi- 
sphere Defence Treaty in Rio de Janeiro. The signing of the 
agreement on American aid in March 1948 was preceded by 
the conclusion of the Brussels Treaty between Britain, France, 
Italy, the Netherlands, Belgium and Luxembourg. Officially, 
the treaty was described as a safeguard against any future 
German aggression, but in fact it formalised the split of the 
anti-Hitler coalition and created the foundation for drawing 
other capitalist countries into the treaty. Consequently, it was 
potentially directed against the socialist countries, against the 
spread of socialism in Western Europe. No wonder that the 
treaty was approved by the US President on the same day 
that it was signed.* 

The signing of the Brussels Treaty and the fact that the 
Foreign Assistance Act was adopted when Truman made his 
statement in support of the new military bloc were evidence 
that the USA’s and Western Europe’s orientation in economic 
and military policy basically coincided. 

As soon as Marshall Plan aid received official approval, 
talks were started on the conclusion of the aggressive North 
Atlantic Treaty between the USA, the members of the 
Western European Union (Britain, France, Belgium, the 
Netherlands and Luxembourg) and Canada. Under the US 
Constitution the question of the USA’s entry into war is 
decided by the Congress. Therefore, on May 19, 1948, before 
the USA began negotiations on a military pact with the West 
European powers, the US Congress adopted the Vandenberg 
resolution, which permitted the Government to go ahead with 
the “progressive development of regional and other col- 
lective arrangements for individual and collective self-de- 
fence’’.** In the period from June to September 1948 Under- 
Secretary of State Robert A. Lovett had preliminary talks 
with representatives of Canada and the West European 
countries belonging to the Brussels Treaty on the conclusion 


* Documents on American Foreign Relations, Vol. X, January I- 
December 31, 1948, p. 7. 
** Thid., p. 583. 
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of the military North Atlantic Treaty. The recommendations 
resulting from these talks were submitted to the governments 
concerned in September 1948. A new round of talks, during 
which the draft of the treaty was drawn up, was held in 
Washington in December 1948. The draft was published in 
January 1949. On US initiative some other West European 
countries were invited to join the bloc. Italy, Norway, Den- 
mark, Iceland and Portugal responded favourably, Eire and 
Sweden turned down the invitation. 

The North Atlantic Treaty was signed in Washington on 
April 4, 1949 by the representatives of 12 countries. 

The pre-ratification debate of the treaty in the US Con- 
gress is of considerable interest. Some of the statements laid 
bare the treaty’s frankly aggressive character and the fact 
that the US imperialists regarded their West European allies 
as the main force for a future war in Europe.* 

Naturally, in the speeches of Senators and Government 
officials there was no dearth of assurances that it was a 
“defensive” treaty and that its founders had no aggressive 
intentions. Secretary of Defence Louis A. Johnson went so far 
as to declare that the North Atlantic Treaty was not a mili- 
tary alliance, that it was an association of nations that had 
come together under the Charter of the United Nations to 
exercise their right of self-defence through a collective secur- 
ity arrangement. But he had to admit that the treaty would 
improve the military potential of its members. 

General Omar N. Bradley, who was Chief of Staff of the 
US Army at the time, stated his views more frankly and 
precisely. With the bluntness of a soldier he declared that 
the North Atlantic Treaty held out major advantages to the 
USA, namely, that it acquired 11 allies with an aggregate 
population of 300 million and no mean industrial potential 
and that it would now have frontiers of joint defence in the 
heart of Europe.** 

Already then a large role was accorded to West Germany 
in this aggressive bloc. Speaking in the US Senate, Averell 
Harriman, then the special US representative in Western 


* North Atlantic Treaty. Hearings Before the Committee on Foreign 
Relations, US Senate, 81st Congress, 1st Session, Part I, Washington, 
1949, pp. 146-47. 
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Europe and head of the aid distribution administration, said 
that West Germany was a major element in the economy of 
Western Europe and that she had to “become a contributing 
unit”.* Lovett, however, told the Senate that at the talks the 
question of Germany was mooted but that it was decided that 
her inclusion in NATO should be postponed until she was 
freed of her present status, for an occupied country could 
not accede to a treaty.** West Germany’s membership of 
NATO was thus only a question of time. The plan for creat- 
ing a separate state in West Germany crystallised in 1949, 
and was put into effect in the autumn of the same year. 

The ratification of the North Atlantic Treaty by the USA 
and other Western countries brought into being a military and 
political bloc under the auspices of the USA. This marked 
the beginning of a new phase in international relations. 

In the light of the formation of the aggressive North 
Atlantic bloc, the aim of the Marshall Plan could be defined 
as promoting the economic recovery of the West European 
countries with the objective of enlarging their military and 
economic potential for a possible war against the socialist 
countries. 

The American aid to Western Europe and the entire policy 
of the new imperialist military bloc were directed toward 
preparing for the “critical year” when the imperialist powers 
would have achieved military superiority and could, acting 
on their “positions of strength”, present the Soviet Union 
pe an ultimatum demanding its recognition of their “world 
order”. 


——___ 


* Ibid., p. 201. 
** Ibid., p. 282. 
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CHAPTER THREE 
US MILITARY AID TO WESTERN EUROPE 


1. Growth of the USA’s Military Expenditures 


As from 1947 the USA framed its policy in such a way as 
to enable it to determine the outcome of the cold war in its 
favour in 1953 or 1954, in other words, to build up a military 
superiority that would allow the US-sponsored aggressive 
military blocs to provoke unrest in individual socialist coun- 
tries and, under the threat of crushing the USSR, divorce 
them from the socialist community. 

In Economic Aspects of North Atlantic Security, a bro- 
chure published in 1951 by the US Committee for Economic 
Development and devoted to a survey of the Western con- 
tribution to the NATO arms race, it is stated that the objec- 
tive was to create within two or three years a military force 
capable of repulsing an aggressor, meaning, of course, the 
Soviet Union.* All the major economic, military and political 
measures of the US Government in the period between 1947 
and 1954 were directed toward preparations for a possible 
military confrontation with the socialist countries. In the 
documents published by the US Senate in 1957 on American 
aid to foreign countries** it is noted, for instance, that 
initially, i.e., during the first post-war years, the USA “had 
hoped that it might be possible to create around the border 
of the communist bloc local strength adequate to contain the 


communist forces’.*** Further, in these documents it was 
? 


* Economic Aspects of North Atlantic Security, New York, 1951, 
p. 6. 
** Foreign Aid Programme, US Senate, 85th Congress, Ist Session, 


Document No. 52, July 1957, Washington, 1957. 
*** Thid., p. 28. 
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stated that in “the spring of 1947 the whole approach of the 
United States toward foreign policy was radically altered” 
and, consequently, a new role was accorded to the foreign aid 
programme.* 

The Marshall Plan was thus effectuated in accordance with 
this “new approach” toward foreign policy, i.e., it pursued 
the objective of speeding up the economic growth of the 
West European countries in order to build up the military 
and economic potential as quickly as possible. At the same 
time, the USA pressured these countries to make them spend 
more on war preparations. But as the principal initiator and 
inspirer of these preparations, the USA itself spent huge and 
increasing sums of money on them. 

After the war the USA’s military expenditures dropped 
from $81,200 million in 1945 to $11,800 million in 1948, but 
in 1949 they began to grow again. In 1950 they totalled 
$13,000 million, in 1952 $43,900 million and in 1953 $50,400 
million.** In other words, between 1950 and 1953 they 
increased 290 per cent, and compared with 1948 they rose by 
nearly 330 per cent. 

The numerical strength of the US armed forces, which in 
1948 stood at 1,445,910 effectives, grew by more than 160 
per cent (to 3,555,067 effectives) in 1953.*** 

The scale of the Korean war did not require such a vast 
increase of military spending and armed forces. The USA 
built them up with a view to achieving military superiority 
over the socialist community as a whole. 

Inasmuch as the doctrine in force in the USA at the time 
envisaged the use, in the event of a war, of the land armies 
of America’s European allies, the American strategists ac- 
corded to themselves the role of air support. A striking indi- 
cation of the USA’s intensive preparations for the “critical 
year” was the sharp increase in the production of combat 
aircraft for the armed forces. During the last year of the 
Second World War the USA produced 45,865 aircraft, of 
which 38,080 were combat aircraft. In 1946 the production 
of combat aircraft dropped to 1,149 units. In 1948 the US 
armed forces received a total of 2,536 aircraft, of which 2,001 

* Tbid., p. 6. 

** Statistical Abstract of the United States, Washington, 1961, p. 235. 

*** Thid., pp. 239-40. 
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were combat planes. In 1952 the corresponding figures were 
9,302 and 4,965, and in 1953 they were 10,626 and 5,908.* 
Thus, in 1953 the USA produced almost three times as many 
aircraft as in 1948. 

The same picture, i.e., a trend toward a sharp increase in 
1950-1953, was to be observed in military purchases. In 1953 
these purchases were valued at $31,812 million: $9,408 million 
for the Army, $7,907 million for the Navy and $14,497 mil- 
lion for the Air Force. In 1954 the purchases for the armed 
forces as a whole were valued at $13,279 million.** 

Alongside the enormous growth of military expenditures in 
its own country, the US Government steadily increased 
military aid to foreign countries, primarily to its allies in 
Western Europe. 


2. US Expenditures on Foreign Aid 


In keeping with their aggressive aims, the US imperialists 


spent colossal sums of money on aid to foreign countries after 
the Second World War. This post-war aid totalled about 
$5,000 million annually, while in some years it substantially 
exceeded that sum. In the period from July 1, 1945 to Decem- 
ber 31, 1953 US foreign aid amounted to $47,835 million.*** 

These huge expenditures on foreign aid were not a result 
of the development of normal economic relations. ‘They were 
an expression of the aggressive policies of US imperialism, 
which was striving to dominate the world. 

American aid to foreign countries passed through several 
phases and its distribution by regions depended on the pur- 
poses pursued by it. During the initial period after the war 
the principal objective of US foreign policy was to create a 
“situation of strength for negotiation”. This was the most 
tense period of the cold war against the USSR and other 
socialist countries, a period that witnessed active preparations 
for a possible hot war. Accordingly, US foreign aid was 
chiefly military and was distributed mainly among the USA’s 
NATO allies. During this stage the aims and character of 

* Statistical Abstract of the United States, 1961, p. 244. 


** Tbid., p. 236. 
"* Thid., pp. 870-71. 
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US foreign aid were largely determined by the Korean war. 
In the above-mentioned collection of US Senate documents 
it is stated that the Korean war “transformed the military 
aid from a minor to a major aspect of the American pro- 
gramme’”’.* Moreover, the Korean war served the USA as a 
powerful means of bringing pressure to bear on the West 
European countries in order to induce them to spend more 
money on preparations for a major war. The US Senate col- 
lection of documents notes that the American military aid 
programme was “directly or indirectly designed to make 
possible the maintenance of standing armies much larger than 
these countries could otherwise afford”.** 

American aid was distributed in accordance with aggres- 
sive plans. Thus, prior to 1953 most of the aid went to West- 
ern Europe. 

Up to December 31, 1960 aid to West European countries 
totalled $25,320 million, of which $23,267 million, or 92 per 
cent, was received by these countries in the period from 
July 1, 1945 to December 31, 1953. Of the latter sum $18,108 
million, or 77.8 per cent, went to four countries: Britain 
($6,760 million), France ($4,923 million), West Germany 
($3,788 million) and Italy ($2,637 million). A further 
$2,438 million, or 10.5 per cent, was given to other West 
European members of NATO (Belgium, Luxembourg, the 
Netherlands, Norway and Portugal).*** Thus, in 1945-1953 
the USA’s NATO allies received 88.3 per cent of the Ameri- 
can aid to Western Europe. 

In 1950, with the conversion of the Marshall Plan to the 
Mutual Security Programme, American aid to Western 
Europe became primarily military. 

In 1951 the US President set up the Mutual Security 
Agency to co-ordinate all the foreign aid programmes: mili- 
tary, economic and technical. 

The Mutual Security Act, under which the agency was 
established, motivated these programmes as necessary “to 
Promote the foreign policy of the United States” and “to 
facilitate the effective participation of those (read ‘“‘capital- 


* Foreign Aid Programme, p. 8. 
.2* Ibid., p. 28. 
** Statistical Abstract of the United States, 1961, p. 872. 
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ist”.—A.K.) countries in the United Nations system for 
collective security”’.* 

The Mutual Security Act introduced significant amend- 
ments into the previous acts on foreign aid. For instance, the 
Mutual Defence Assistance Act of 1949 was stripped of the 
declaration that “economic recovery ... must be given clear 
priority” over all other aid. This was reversed. In a message 
to the US Congress on May 24, 1951 on Mutual Security 
Programme aid Truman recommended appropriating $6,303 
million for military aid and $2,197 million for economic 
assistance. Under the act passed by the US Congress on Sep- 
tember 10, 1951, $5,028 million was allocated for military 
aid to NATO countries and $1,022 million for economic 
assistance. 

Dean Acheson, who was Secretary of State at the time, 
told the Committee on Foreign Affairs of the House of Rep- 
resentatives that military aid to West European countries 
“is composed almost entirely of military end-items which will 
be used to equip forces now being raised and trained to use 
them’’.** In a report on August 22, 1952 William H. Draper, 
the United States Special Representative in Europe, noted 
that the USA had supplied the West European countries 
mostly heavy weapons. He wrote: “The military assistance 
from the United States in the form of tanks, planes, artillery 
and other weapons is indispensable in bringing NATO forces 
quickly to a status of greater combat readiness.””*** 


8. Growth of Military Expenditures 
in West European Countries 


Massive as its scale was, US military aid to its West Euro- 
pean allies was not sufficient to give NATO the military 
superiority that could compel the USSR and the other coun- 
tries of the socialist community to accept the imperialist 
terms for a post-war arrangement under the threat of another 
war. After the bitter experience of the recent military catas- 


* Documents on American Foreign Relations, Vol. XII, January 1- 
December 31, 1951, p. 118. 
** Tbid., p. 125. ; 
*** Documents on American Foreign Relations, 1952, Ed. by Clarence 
W. Baier and Richard P. Stebbins, New York, 1953, p. 178. 
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trophe, the ruling circles of the West European countries 
were extremely wary of plans for another war. They willingly 
accepted US weapons, military equipment and other aid, but 
in the event of war they pinned their hopes mainly on the 
‘American sword”, in other words, on US nuclear weapons. 
But for their part the US imperialists wanted the “American 
sword” to be reinforced with large land armies from their 
European allies. They, therefore, brought powerful pressure 
to bear on the governments of the West European countries 
in order to make them build up the corresponding forces and, 
to that end, spend as much as possible on preparations for 
another war. 

They even specified how the West European countries could 
increase their military expenditures. The above-mentioned 
brochure published by the US Committee for Economic De- 
velopment contains a chapter headed “Where Can Europe 
Find the Resources for Rearmament?” in which two sources 
are marked out: an increase of production and a reduction of 
consumption, of non-military budgetary expenditures, of 
investments and exports. It points out that when the Korean 
war broke out the West European members of NATO had 
only 1,000,000 men under arms, while their military expen- 
ditures did not exceed 5 per cent of their GNP, which was 
insufficient to maintain the numerical strength of their armed 
forces even at that level. The Americans, however, insisted 
that they double this numerical strength, which, naturally, 
also required a large increase of military spending. While 
recommending a reduction of consumption and investments, 
the US Committee for Economic Development believed that 
with Marshall Plan aid the West European countries had 
been able to increase investments substantially and that “some 
selective reductions in investment could be made without 
seriously adverse effects”. Further, it recommended that 
“some pruning could be made in the area of retail and 
wholesale trade, in road building and similar types of public 
investment, and in other areas not directly related to indus- 
trial and agricultural production”.* 

The war in Korea was used by the US imperialists as a 
means of pressuring the West European countries. Although 
these countries were very modestly involved in the American 

* Economic Aspects of North Atlantic Security, p. 18. 
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adventure in Korea and did not attach much significance 
to the propaganda about “communist aggression”, their mil- 
itary expenditures showed a very marked increase in 1950- 
1953 under US pressure. 

These expenditures nearly trebled in the period from 1949 
to 1953, growing from $4,771 million to $12,423 million. This 
growth was noted in all the West European countries, but it 
was especially marked in the NATO countries. In the USA 
military spending increased from $13,580 million to $49,621 
million. 

A steadily larger portion of the money obtained under 
Marshall Plan aid and concentrated in “equivalent accounts” 
was spent on war preparations. 


4. Non-Productive Character of the Military Expenditures 
and of the Aid to Foreign Countries 


US military aid to foreign countries after the Second World 
War was a new development in the economic relations among 
the capitalist countries. The material content of military aid 
is, above all, the supply of weapons. Deliveries of weapons 
have always been part of the economic relations between 
capitalist countries. They had always been, at least in peace- 
time, based on the usual principles of purchase and sale. In 
the world market weapons were a commodity like any other, 
and any country could acquire the weapons needed by it in 
any other country that could offer that commodity at a suit- 
able price and receive cash in payment. In these cases no par- 
ticular problem arose over transactions of this kind, because 
the buyer was interested in the consumer value of the com- 
modity and the seller was interested in its exchange value. 

New features in the sale of arms appeared in the period 
of the formation of imperialist blocs that came into collision 
in the First World War. Weapons were sold primarily be- 
tween allied countries, where one country wished to increase 
the military strength of an ally, although this by no means 
excluded the sale of arms to any other country. 

A new element of these transactions was that payment 
was made not in cash but through the granting of loans to 
the buyer. For example, France gave the tsarist Government 
of Russia several loans, which were used for the purchase in 
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France of the weapons needed for the rearmament of the 
Russian Army. The tsarist Government paid a large interest 
to the French holders of the tsarist loan bonds. 

During the two world wars the USA sold huge quantities 
of arms to the belligerents, notably Britain and France. Dur- 
ing the First World War these transactions were conducted 
on the basis of loans. As a result, when the war ended, the 
problem of allied debts, in other words, the debts of Britain 
and France to the US imperialists were the objects of sharp 
contradictions and clashes for many years. Britain and France 
made the settlement of their war-time debts to the USA 
dependent on the receipt of reparations from Germany, while 
Germany used every pretext to hold up the payment of these 
reparations. 

In the Second World War the USA found a new solution 
to the problem of financing the supply of arms to its allies in 
Europe. The Lend-Lease Act enabled the Government to 
extend military aid to all countries fighting nazi Germany 
and her allies. 

Lend-lease deliveries were paid for out of the US state 
budget, and this gave enormous profits to the monopolies 
manufacturing armaments and military supplies. 

When the war ended the debt for lend-lease deliveries was 
settled between the USA and the West European countries 
without much difficulty. It was only relative to the Soviet 
Union that the USA made exorbitant demands, with the 
result that the issue was not settled. 

In pursuing its post-war policy of achieving world supre- 
macy the USA set up a number of aggressive military blocs 
and began to spend huge sums on military, economic and 
technical aid to its allies in these blocs. During the first phase 
aid was given chiefly to West European and other countries 
situated “along the perimeter” of the socialist camp. At that 
phase the USA sought to strengthen its allies economically 
and militarily, counting on using them against the USSR and 
the People’s Democracies. 

It extended three forms of aid to foreign countries: 
economic, military and technical. Most of this assistance took 
the form of “grants-in-aid”, i.e, with payment in local 
currency, and the rest on the basis of loans. Thus, of the total 
assistance ($44,400 million) rendered during the first post- 
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war period (July 1, 1945-December 31, 1953), $35,600 mil- 
lion was extended as “grants-in-aid” and $8,800 million as 
loans. 

Inasmuch as US imperialism spends vast sums on aid to 
foreign countries, the question arises of the economic charac- 
ter of these expenditures, of their impact on the US economy, 
and of their economic and political significance in the 
post-war history of imperialism. After World War II a 
large role was played by the export of arms and military aid 
to foreign countries. The leading imperialist powers inten- 
sively built up their war industries. In the USA there is today 
a military-industrial complex, i.e., a group of big monopolies 
specialising in the production of weapons and military 
supplies. Other imperialist powers have long had_ their 
“complexes”: the Krupp concern, the I. G. Farbenindustrie 
chemical monopoly and a number of other monopolies in 
Germany; the Schneider Creusot concern in France; Vickers 
Armstrong and some other monopolies in Britain. All these 
groups are closely linked with the state apparatus and power- 
fully influence not only military and economic policy but also 
foreign and domestic policy. The powers aiming to achieve 
world domination subordinate their foreign, external econom- 
ic and military policy to that unrealisable objective. For 
example, the USA has banned the export not only of arms 
but also of “strategic materials” that could be used for the 
manufacture of arms in countries that are not its allies, but, 
on the other hand, it renders military assistance and exports 
arms and military supplies to its allies in military blocs and 
countries that have bilateral military agreements with it. 

During the early post-war years the USA monopolised the 
arms market, and in conformity with its policy of world 
domination supplied large quantities of arms to its allies in 
Western Europe. The sale of arms reached colossal propor- 
tions after the Second World War. In 1938 the USA 
exported arms and military supplies to the tune of $11.7 
million, which amounted to 0.8 per cent of the total American 
export, while in 1955 the military aid rendered by the USA 
was valued at $11,400 million; this included 1,079 warships 
and merchant vessels, 7,575 aircraft of all types, and over 
38,400 tanks and other combat vehicles. The figures for 1949- 
1955 indicate that two-thirds of the allocations for military 
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assistance were used for the purchase of armaments.” The 
USA’s arms exports totalled $2,900 million in 1954, $2,300 
million in 1955, $2,600 million in 1956, and $2,200 million 
annually in 1957-1959. The amount of military supplies in 
the total export fluctuated from 19 per cent in 1954 to 12 per 
cent in 1957-1959.** The USA’s European allies exported 
arms on a much smaller scale. 

In recent years there has been growing competition be- 
tween the USA and its European allies in the drive for 
markets for armaments and military supplies. After 1954 
these European countries grew economically stronger and 
had to be reckoned with by the USA as rivals in the arma- 
ments and military supplies market. 

From the standpoint of economic theory the commercial 
export of arms and military supplies to the world market in 
no way differs economically from the export of other com- 
modities. Therefore, while military production, like military 
expenditures generally, is an unproductive outlay and repre- 
sents unproductive consumption of values, which are cut off 
from further social reproduction, the armaments and military 
supplies exported to other countries are exchanged for a 
general equivalent. In this case the entire value of the 
exported armaments and military supplies is not cut off from 
social reproduction. It is returned to the exporting country as 
a general equivalent, which is used for the purchase of means 
of production or means of consumption. Thus, the exported 
portion of armaments and military supplies represents pro- 
ductive outlays of the society exporting these commodities. 
But the exported armaments and military supplies are not 
commodities for production purposes. For a country exporting 
armaments and military supplies their value represents 
productive outlays only because these commodities are ex- 
changed for a general equivalent. The given country can use 
this equivalent productively, in other words, it can use its 
entire value for enlarging the next cycle of social production. 
But for the importer the payment for armaments and military 
supplies is, from the viewpoint of social reproduction, an 


* Report to Congress on the Mutual Security Program, June 30, 1955, 
1 


+8 Statistical Yearbook of the Trade in Arms and Ammunition, 
Geneva, 1939/1940, p. 8; Survey of Current Business, June 1960, p. 14. 
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unproductive expense because armaments, as such, cannot be 
used in the process of reproduction, while the money paid for 
their procurement reduces the total value with which the next 
cycle of reproduction can be started. Thus, economically, the 
export and import of armaments and military supplies 
represent the movement of the non-productive outlays on the 
production of these commodities from one party to another, 
from the exporter to the importer. But the unproductive 
character of military production to society is concealed by the 
fact that these imports are paid for out of the state budget. 
This explains the sharp struggle between the leading im- 
perialist powers for an increase of the commercial export of 
armaments and military supplies. 

For the country manufacturing armaments a particularly 
favourable situation is created by any war in which it does 
not participate. It is precisely this “prospective” export of 
armaments that provides the foundation for the prosperity 
and enrichment of neutral states, which supply the commod- 
ities needed for the conduct of wars. An example of this is 
provided by the correspondence between the US President 
John F. Kennedy and David Rockefeller in 1962 on steps to 
end the balance of payments crisis. Thus, Kennedy recom- 
mended pressuring the USA’s allies, principally in Western 
Europe, to increase their share of joint military expenditures 
and also to increase their military procurements in the USA 
in order to compensate for America’s overseas expenditures.” 

The export of armaments on “grants-in-aid” terms differs 
fundamentally from the export of these commodities on the 
usual commercial basis. When armaments are exported on 
the usual commercial basis the exporter receives convertible 
currency or gold, which, as general equivalent, can be used 
for the expansion of social reproduction. In this case the 
commodity-money turnover is a normal phase of the process 
of realisation. The export of armaments and military supplies 
on “grants-in-aid” terms cannot always be described as a 
normal phase of the realisation of manufactured goods, be- 
cause although the exporter country transacts a commodity- 
money operation it does not receive a general equivalent for 
its commodities. Instead it receives a certain sum in the cur- 
rency of the importer country, and this entire sum has to be 

* Life, August 18, 1962, p. 31. 
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expended in that country. In the majority of cases this money 
is spent on the building of US military bases, aerodromes 
and other similar projects. But there are cases when the USA 
spends this money for the procurement of strategic raw and 
other materials, particularly in the developing countries. 
Here it would seem that this is a normal process of realisa- 
tion. But since these cases are exceptions and in the overall 
balance of military aid the sums spent for these purposes are 
insignificant, it may be considered that military assistance to 
foreign countries on “grant-in-aid” terms is an economically 
unproductive outlay for the exporter country. Imperialism 
carries militarism to its highest point, spreading it to all 
aspects of the life of modern society. It builds up huge armed 
forces for the attainment of world domination, steps up the 
militarisation of the economy and increases society’s non- 
productive expenditures a hundredfold with the aim of 
carrying out its insane plans of turning the whole of mankind 
into an object of loot and exploitation by a handful of 
monopolies directed by a tiny group, by the fabulously rich 
financial oligarchy. 

With its irreconcilable contradiction between the unlimited 
possibility of expanding production and the narrow bounds 
of the solvent demand of the population, capitalism runs into 
absurdity. The same means of production producing tanks 
or gunpowder could be used for the manufacture of cars or 
fertilisers. Instead of cantonments, proving grounds and 
bases people could build houses. But the sale of cars and 
fertilisers and the building of comfortable and handsome 
houses do not bring the monopolies the profits they can get 
from the sale of armaments. The bourgeois state provides 
the armaments monopolies with a stable and highly profitable 
market for the sale of the means and weapons of destruction. 
The answer to the question why modern capitalist society 
prefers to produce gunpowder, tanks, warplanes, missiles and 
nuclear bombs instead of fertilisers, machines, houses and 
consumer goods is given by the policies pursued by modern 
imperialism: the establishment of monopoly rule, the struggle 
for world domination, and the ruthless exploitation of the 
working people of all countries in the interests of a handful 
of monopolists, bankers and other members of the financial 
oligarchy. 





CHAPTER FOUR 


ECONOMIC RELATIONS BETWEEN 
THE USA AND WESTERN EUROPE UP TO 1955 


1. Doctrine of Foreign Economic Expansion 


The keynote of the trade between the USA and the West 
European countries after World War II was the USA’s drive 
to preserve the dominating position it had won in the world 
markets at the close of the war. 

In the USA the doctrine of overseas economic expansion 
was not new as a condition for economic development. US 
imperialism had tried to put this doctrine into effect as early 
as the end of the 19th century. But the conditions for its 
realisation took shape only after the Second World War. By 
that time the USA had an established tradition in foreign 
trade policy, which it used as the foundation for the expan- 
sion of its foreign trade. A key element of this tradition was 
super-protectionism designed to safeguard the American in- 
dustry against foreign competition. 

The USA was the first country to institute super-protec- 
tionism in foreign trade. In the epoch of imperialism, with 
the establishment of monopoly rule the protectionist charac- 
ter of the customs system in the economy of the USA grows 
increasingly more pronounced. The Tariff Act of 1922 
annulled all the previous concessions and relaxations and 
raised the customs tariffs. The Tariff Act of 1930 still further 
accentuated the protectionist character of the customs system 
and was the most protectionist of all the tariff laws that had 
existed before. 

In 1934 the US Congress supplemented the 1930 Act with 
the Reciprocal Trade Agreements Act, giving the US Presi- 
dent the power to cut customs tariffs up to 50 per cent in 
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exchange for concessions to the USA by other countries. In 
American literature this law is assessed as a policy directed 
toward the lowering of trade barriers. From 1934 onwards 
this lowering of trade barriers became official US policy 
under both Democratic and Republican administrations. 
Actually, if we examine the entire range of US foreign trade 
policy it will be clear that trade barriers are lowered only 
to the extent they do not violate the principles calling for 
the protection of the own economy. Up to June 30, 1962, 
when it expired, the 1934 Act was extended 11 times. An 
escape clause was introduced in this law in 1943, allowing 
the President, at his own discretion, unilaterally to annul or 
amend concessions if they were injurious to United States 
industry. 

In 1948 an amendment was introduced in the Reciprocal 
Trade Agreements Act binding the President to avoid low- 
ering tariffs below the peril point, i.e., below the level which 
the Tariff Commission considered necessary as a safeguard 
of the interests of American producers. In the event of a 
disagreement between the Tariff Commission and the Presi- 
dent the question was referred to the US Congress. 

A point to be noted is that the US Tariff Commission 
exercises broad powers and has the decisive say in the 
establishment of customs tariffs. It considers all cases where 
imports injure American industry. Any industrialist feeling 
that imports are causing him losses may appeal to the Tariff 
Commission and request protection. 

In 1955, when the 1934 Act was extended for another 
term, one more amendment was incorporated in it to protect 
the output of the defence industry. This amendment empow- 
ered the President, upon a representation from the Director 
of the Office of Defence Mobilisation, to take steps to reduce 
the import of a commodity to the level where it would not 
jeopardise the USA’s security. 

The Economic Survey of Europe Since the War, prepared 
by the United Nations Economic Commission for Europe in 
1958, has a chapter, headed Barriers to European Competi- 
tion in the American Market, in which are listed the most 
effective barriers to European countries: subsidies, customs 
tariffs, an intricate customs procedure, the peril point pro- 
vision, the vagueness of the tariff clause and national defence 
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considerations. The survey cites examples where the tariff 
averages 35 per cent or more on medical instruments, plastic 
articles, silk fabrics and pipes, and is close to 50 per cent or 
more on unworked optical glass, toys, clocks and watches, 
coal-tar dyestuffs, gloves, and articles of jewellery or precious 
metals. Further, the survey states that these are only average 
tariffs “for fairly broad groups of items, and the tariff is so 
constructed that on particular items within the groups, gen- 
erally those incorporating greater skill, the rates run as high 
as 60, 70 and 90 per cent ad valorem or even more”’.* 

Thus, United States legislation in foreign trade and the 
practice of enforcing this legislation show that the slogans of 
“free trade”, “abolition of barriers”, “liberalisation of trade” 
and so on, which have been widely propagated by the USA 
since the war, expressed the demands of the US monopo- 
lies on other countries and pursued the aim of giving 
American capital better conditions for economic expansion 
overseas. 

Questions concerning customs tariffs in the economic rela- 
tions of the USA with Western Europe were discussed 
regularly at sessions of the central agencies of the General 
Agreement on Tariffs and Trade. 

Set up on US initiative, GATT was designed to promote 
international trade on the basis of “equality” and the prin- 
ciple of most-favoured nation treatment. In effect, GATT 
became the venue of talks between the USA and the West 
European countries and also between the industrialised and 
developing countries on mutual concessions in customs tariffs 
and import ceilings. At these talks the atmosphere has always 
been one of tense disagreement. The USA insisted, above all, 
on the abolition of the quantity restrictions on the import of 
American goods in the West European countries and on the 
lowering of customs barriers on a “basis of reciprocity”. Since 
the average customs tariffs in the USA are higher than in 
Western Europe, a reduction of one per cent on both sides 
would still leave the USA with higher tariff rates than in 
other countries. For their part, the West European countries 
were determined to maintain the quantity restrictions on 
imports from the USA as long as these restrictions were 


* Economic Survey of Europe Since the War, Geneva, 1953, p. 107. 
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required to preserve the equilibrium of their balances of - 
payments. 

In assessing GATT’s activities during the initial post-war 
period it must be noted that the USA derived a much greater 
benefit than its partners from the concessions made by the 
GATT members. The lowering of tariff rates by the GATT 
members facilitated the American export, for the concessions 
affected more than two-thirds of the commodities exported 
from the USA, while the American concessions covered not 
more than one-eleventh of the USA’s imports from Western 
Europe. As of 1951 the USA ceased granting customs con- 
cessions, while in some cases it even raised the tariff rates. 

As regards quantity restrictions, the West European coun- 
tries applied them on a large scale in order to alleviate their 
acute dollar shortage and halt the drain of gold and con- 
vertible currency. 


2. Trade Between the USA 
and Western Europe in 1946-1955 


The war gave the US imperialists wide possibilities for 
economic expansion. During the war and in the initial post- 
war period the USA had virtually no rivals in the world 
markets. On the contrary, its former competitors—allies and 
adversaries in the Second World War—were themselves des- 
perately in need of American goods. The tremendous growth 
of production in the USA enabled it to make broad use of the 
possibilities for economic expansion. In 1938 the world export 
(excluding the USSR, the East European countries, China, 
the Mongolian People’s Republic and the Korean People’s 
Democratic Republic) totalled $21,100 million, of which the 
USA accounted for $3,060 million, or 14.5 per cent, and 
Western Europe accounted for $9,240 million, or 43.8 per 
cent. In 1947 the world export totalled $46,900 million, of 
which the USA’s share amounted to $15,200 million, or 
32.5 per cent, while the share of Western Europe added up 
to $8,040 million, or 17.1 per cent. 

The policy of intensified militarisation of the economy 
pursued in the USA and in the West European countries 
during the initial post-war period was, naturally, reflected in 
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foreign trade relations. US imperialism’s eagerness for an 
alliance with Western Europe as a means of putting its plans 
of aggression into effect was used by the West European 
countries to obtain considerable economic and military aid 
from the USA. Of course, to this end they had to increase 
their own military expenditures, but this increase brought the 
West European monopolies huge profits and enabled them to 
reinforce their economic and political power. The monopoly 
bourgeoisie of the West European countries, therefore, did 
not require much prodding to agree to increase their military 
spending but in this area they pursued a more moderate 
policy than their overseas patrons. 

At many sessions of the NATO Council representatives of 
West European countries invariably upheld the view that an 
increase of military expenditures must leave them with the 
possibility of maintaining the living standard at a definite, 
minimum level guaranteeing them against an eruption of 
popular indignation. Despite the continued insistence of the 
US imperialists for larger military expenditures, the monop- 
oly circles in the West European countries were able, during 
these years of active war preparations, to keep military 
spending down to a relatively lower level than in the USA. 

A particularly flexible policy in this respect was pursued 
by the West German monopolies. West Germany bore part 
of the expense of the upkeep of the Western occupation 
forces, but until 1955 her expenditures on her own armed 
forces were negligible. As a matter of fact, this was one of 
the reasons of the FRG’s rapid economic development, which 
enabled the West German monopolies quickly to restore their 
positions in the world markets. It will be no exaggeration 
to say that during the initial period after the war not only 
the FRG but the USA’s other West European allies concen- 
trated much of their attention on preserving and enlarging 
their positions in the world market. Thus, even in that period 
the West European monopolies waged an energetic struggle 
for the restoration of their positions in the world markets. 
They were not unsuccessful. 

After the Second World War exports from Western Europe 
on the whole, and from countries like the FRG, France and 
Italy, in particular, grew at a much faster rate than from 


the USA. 
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Immediately after the period of restoration the West 
European countries registered a swift growth of their exports. 
In 1951 as compared with 1948 US exports increased by 
19 per cent, while the exports of the West European coun- 
tries rose by 59 per cent. The exports from Western Europe 
remained at approximately one and the same level in 1951- 
1953, but in 1954 they showed a steep rise. In 1954 US 
exports hardly exceeded their 1951 level, but the exports of 
the West European countries rose by 13 points above the 
1951 level and showed an increase of 72 per cent over the 
1948 level. 

There was a particularly marked growth of the exports 
from countries that later united in the Common Market. ’As 
early as 1951 they had exceeded the 1948 export level by 
more than 100 per cent, while the export from the whole of 
Western Europe was still at 60 per cent above the 1948 level. 
In 1955 West European exports rose to 94 per cent over the 
1948 level, while those of the Common Market countries 
increased almost twofold (185 per cent). 

In Western Europe the highest export growth rate is 
registered by the FRG. 

During the initial years after the war West German exports 
lagged behind the average West European level. In 1948 the 
FRG was still non-existent. Therefore, to compare the 
dynamics of the FRG’s exports with that of other countries 
we took not 1948 but 1950, when her industrial capacity had 
been restored to the pre-war level. 

In the period from 1950 to 1955 the FRG’s exports 
increased at a higher rate than that of any other West 
European country, showing a 210 per cent rise over the 1950 
level (compared with 1948 exports had increased by 94 per 
cent in Western Europe as a whole). 

In the Economic Survey of Europe in 1957 attention was 
drawn to the huge growth of the FRG’s exports and it was 
stated that “post-war Western Germany inherited a com- 
modity structure of exports which was much more favourable 
from the point of view of the changes in the import demand 
of primary exporting countries than that of the United 
Kingdom, and the advantage was greater still in relation to 

rance. This certainly contributed to the rapid expansion of 
estern German exports, once the effects of war destruction 
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and dislocation had been overcome and productive capacity 
had been restored”.* 

Soon after the FRG entered the world markets it became 
a formidable rival for the leading capitalist states. 

In 1948-1955 the rate of growth of exports in the USA was 
below the world level, while in the West European countries 
it was higher than that level. In 1955 the total world export 
showed a 36.2 per cent increase over 1948: in the USA the 
increase was 23 per cent, in Western Europe as a whole it 
was 93.9 per cent, in the countries of the Free Trade Area 
43.9 per cent, and in the Common Market countries 182.6 
per cent. The highest export growth rate was shown by the 
FRG. From 1950 to 1955 the volume of exports increased 
as follows: more than 200 per cent in the FRG, nearly 
150 per cent in France, 60 per cent in Belgium and Luxem- 
bourg, 70 per cent in Italy and 170 per cent in the Nether- 
lands. 

In this period the pattern of the imports of the USA and 
Western Europe was somewhat different than that of their 
exports. 

After the Second World War the growth of the USA’s 
share of the world’s imports was not as large as that of its ex- 
ports. In 1938 the imports of the capitalist countries totalled 
$23,700 million, of which $2,200 million, or 9.2 per cent, 
was accounted for by the USA and $12,300 million, or 51.1 
per cent, by Western Europe. In 1947 the world’s imports 
totalled $50,100 million, of which the USA accounted for 
$5,700 million, or 11.4 per cent, and Western Europe (in 
prevailing prices, in terms of US dollars) for $23,200 mil- 
lion, or 46.0 per cent. Thus, whereas in 1947 US exports 
were almost double those of the West European countries, 
imports showed a very different picture: compared with 1938, 
in 1947 Western Europe’s share of the world’s imports 
dropped by nearly 6 per cent and was almost 300 per cent 
larger than that of the USA. 

In 1947 Britain alone exceeded the USA’s imports by 
$1,300 million. The dynamics of the imports of the USA and 


* Economic Survey of Europe in 1957. Prepared by the Research and 
Planning Division, Economic Commission for Europe, Geneva, 1958, 
pp. 26-27. 
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of the West European countries in the period from 1948 to 
1955 was characterised by a considerable preponderance of 
Western Europe over the USA. 

For their value and share of the world’s imports in 1948- 
1955 the imports of Western Europe were 200-250 per cent 
larger than those of the USA. Britain was the only West 
European country whose imports somewhat lagged behind 
those of the USA. The imports of the countries belonging to 
the West European economic blocs (that were set up after 
1955) were over 50 per cent larger than those of the USA. 

Further, the dynamics of the imports of the USA and of 
the West European countries showed a different tendency 
than the dynamics of their exports. 

First, in 1948-1955 the USA’s imports grew at a faster 
rate than its exports: imports increased by more than 50 per 
cent, while exports grew by only 25 per cent. 

Second, the imports of Western Europe as a whole and of 
individual countries showed a more moderate growth than 
the exports. For example, during these years in Western 
Europe the import growth rate was on the whole slower than 
in the USA. In 1955, compared with 1948, the USA’s imports 
increased by 59.3 per cent, while in Western Europe they 
rose by 54.4 per cent. In the Free Trade Area the import 
growth rate was likewise slower than in the USA. In con- 
tinental Europe only the FRG, the Netherlands and Italy 
had a higher import growth rate than the USA. The coun- 
tries of the Free Trade Area as a whole, and Britain, in 
particular, and also France, Belgium and Luxembourg 
registered considerably lower import growth rates than the 
USA. This was due, on the one hand, to a shortage of cur- 
rency to pay for imports. Consequently, during the initial 
period after the war they took various steps to impose quan- 
tity restrictions on imports. In that period the USA stepped 
up its imports as part of its preparations for a major war. 
The US imperialists, who had started a “local” war in Korea 
and, until 1953, resisted all attempts to end it, nurtured plans 

or a major war, believing that the Korean war would help 
them to build up a superiority in armed forces and enable 
them to dictate terms to the USSR and the other countries 
of the socialist community. The huge procurements of 
strategic” raw materials in 1951-1952 substantially increased 
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the USA’s imports, to say nothing of the fact that they led 
to an unprecedented rise of the prices for prime materials. 
In the long run this was what fundamentally underlay the 
dynamics of the imports of the USA and of the West Euro- 
pean countries. 

The foreign trade statistics of the USA and Western 
Europe show that even during the initial years after the war 
the USA failed to carry out its plans of economic expansion 
to the extent of giving it unchallenged economic supremacy 
in the world markets. 

In 1948 the USA was faced with a serious foreign trade 
crisis. It was only emergency measures, in the shape of the 
Marshall Plan, that enabled the Government somewhat to 
alleviate the crisis and avert a catastrophic decline of exports, 
which, incidentally, despite all efforts, diminished by nearly 
$3,000 million. In 1949 and 1950 they were lower than even 
in 1948. There was a notable increase of US exports in 1951 
—by $3,000 million—but this was due solely to the 
larger deliveries of military supplies. Then they showed no 
increase until 1955, remaining almost stationary at $15,000 
million. 

Despite all the post-war difficulties and shortcomings, 
Western Europe’s share of the world trade, both in exports 
and imports, was considerably larger than that of the USA. 
As early as during the initial period after the war this created 
the conditions that subsequently led to a fundamental change 
of the balance of strength between the USA and Western 
Europe in the world markets. 

A sharp competitive struggle was renewed in the trade 
between the USA and Western Europe and in their trade 
with third countries. 

The USA’s exports to Western Europe occupy a large 
place in the total volume of its exports, in fact a larger place 
than its trade with other continents. Second place is occupied 
by its exports to Latin America, which come close to the 
volume of exports to Europe (and somewhat exceeded it in 
1952-1954). Europe is a major market for American goods 
and the USA is making every effort to increase its exports 
to that part of the world. In the USA’s imports, too, Europe 
occupies an important place, although it runs second to Latin 
America. 
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After the Second World War Europe’s share of the USA’s 
exports was smaller than after the First World War, when 
it was 52.7 per cent in 1921-1925, 46.8 per cent in 1926- 
1930, 47.4 per cent in 1931-1935, and 41.4 per cent in 1936- 
1940. 

From 1947 onwards Western Europe’s share of the USA’s 
exports was smaller than before the Second World War, and 
kept diminishing until 1953, when it stood at 50 per cent of 
the 1947 level. Of course, there was a big demand for Amer- 
ican goods in the West European countries, which could 
absorb considerably more but they could not resolve the 
problem of paying for these goods. The American monopo- 
lies and the US Government made every effort to help 
resolve this problem, but the contradiction in this area was 
that their approach to the problem was guided chiefly by the 
policy of setting up military blocs, by a policy of aggression 
against socialist states, while the West European countries 
accorded premier place to trade among themselves and with 
their “areas”, i.e., with colonies and dependent territories. 

In 1948-1955 US exports to Western Europe fluctuated 
between 18 and 35 per cent of the total, averaging 32.4 per 
cent in 1948-1950 and 23.3 per cent in 1951-1955. On the 
other hand, of the total West European exports, the exports 
to the USA averaged 5-7 per cent. 

The reciprocal imports of the USA and Western Europe 
followed a somewhat different pattern. The West European 
share of the USA’s imports averaged 14.5 per cent in 1948- 
1950 and 19.2 per cent in 1951-1955. On the other hand, the 
USA’s share of the West European imports averaged 15.2 
per cent in 1948-1950 and 10.6 per cent during the next 
five years. 


3. European Trade and the European Payments Union. 
The USA’s Role in the EPU 


During the first years after the war trade between the 
USA and Western Europe developed under the complicated 
conditions that arose after and as a result of the war. A 
different situation obtained in the various West European 
countries but in most cases it was extremely difficult. 








ae 
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The quantity of money in circulation had increased during 
the war in all the West European countries. After the war 
the governments of some countries continued financing their 
deficit by issuing additional banknotes. As a result, some 
countries (Greece, Italy, France) were hit by a mounting 
inflation, with the growth of prices getting out of control. 
In 1948, compared with 1938, there was 49 times more money 
in circulation in Italy, and as much as 96 times more in | 
Greece. In France the money supply in the same period _ 
increased 10-fold and prices rose 15-fold.* 

In other countries (Britain, the Scandinavian states, the 
Netherlands) steps were taken to curb inflation by all sorts 
of restrictions on expenditures and by control of the money 
supply (fixed wages, price ceilings, and so on). However, 
under this suppressed inflation a surplus demand remained 
in evidence, with the potential demand exceeding the exist- 
ing commodity stocks. Due to measures of control, these 
countries were able, for some time, to limit the growth of 
prices, wages and the foreign trade deficit. The gap between 
the demand and the available stocks of goods was the widest 
in Britain and Norway, and the narrowest in Sweden and 
the Netherlands. But in all cases where the demand exceeds 
the supply quantity restrictions and money control yield only 
a temporary effect. 

There was no marked inflation in some countries (Belgium, 
Switzerland). This group also includes the FRG, which, after 
the stringent monetary reform of 1948, created a hard cur- 
rency that was one of the key conditions for rapid economic 
growth. 

One of the specifics of the post-war foreign trade situation 
was the West European countries’ acute shortage of prime 
materials, consumer goods and, partly, capital plant and 
means of transport. These were commodities the West 
European countries could not at once supply each other. 
Even the restoration of industrial production to the pre-war 
level in 1948-1949 did not yet signify the complete restora- 
tion and normalisation of trade between these countries, 
especially if it is borne in mind that on the eve of the war 
trade relations were likewise far from normal. Many factors 


*Europe’s Needs and Resources, pp. 679, 681. 
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continued to hinder the normalisation of economic relations. 
Among these factors were the continued inflation in some 
countries and the dominating role of military considerations 
in the American aid to Western Europe. 

In trade with the dollar zone things were simple and clear: 
if American goods were shipped as economic or military aid, 
the West European countries had to take what they were 
given. On the other hand, if they could pay for these goods 
with exports or currency, they bought what they needed. But 
since they needed much more than they could afford, the 
problem of the dollar shortage was very acute indeed. 

In European trade matters were different. None of the 
West European countries wanted to spend currency on the 
procurement of consumer goods from its European partners. 
Bilateral trade was therefore re-established between the 
West European countries soon after the termination of the 
war. 

Trade founded on bilateral agreements dates back to the 
world economic crisis of 1929-1933, when there was a surplus 
of goods and little money to pay for them. Now the situa- 
tion was quite the opposite: there was a glaring shortage of 
goods and a surplus purchasing potential. Besides, with the 
depreciation of currencies buyers wanted real values and 
sought to convert money into goods as quickly as possible. 

In the course of 1946 and 1947 bilateral trade justified 
itself. The bilateral agreements specified the quantity and 
composition of the deliveries and the procedure for settle- 
ments. Export and import were conducted in an agreed cur- 
tency, making it possible to carry on a balanced trade. In 
view of the lack of freely convertible currency and of the 
limited resources for foreign trade there was in fact no 
alternative to the bilateral agreements. However, as early as 
the close of 1947 it became obvious that this method had 
become a hindrance to the further expansion of European 
trade, because the bilateral agreements offered very limited 
Possibilities for satisfying the growing requirements of 
economic development. Many countries became creditors of 
some and debtors of other countries. Some countries had 
goods to sell and could afford to refrain from purchases, 
while others, on the contrary, were in acute need of purchases 
at a time when they found themselves temporarily short 
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of the means to pay for these purchases. Bilateralism proved 
to be no longer effective. 

In November 1947 Belgium, Luxembourg, France and 
Italy concluded a multilateral compensation agreement, 
providing for a comparison and reciprocal offsetting of the 
balances of claims and liabilities of the signatories. As a 
result of this offsetting most of the claims of the signatories 
were settled. Soon this agreement was joined by the merged 
Anglo-US occupation zone in West Germany (Bizonia). The 
functions of agent of the signatory powers in the implemen- 
tation of multilateral settlements were undertaken by the 
Bank for International Settlements in Basel, Switzerland. 

Every month the central banks of the agreement’s signato- 
ries informed the BIS of the sums designated for the settle- 
ments between them. The BIS offsetted the reciprocal claims 
and liabilities and the balance of mutual payments was thus 
reduced. However, even under this system the European 
countries experienced a shortage of currency for the settle- 
ment of the remaining balance of payments. 

The US imperialists were eager to play the premier role 
in currency-financial relations, regarding this as one of the 
factors of their policy of world domination. Inasmuch as in 
the initial years after the war they virtually ruled supreme 
in the capitalist world market, it was not very difficult to 
assume the leadership of currency-financial relations. The 
task was to create the conditions for securing this role during 
the subsequent period, when the situation could change. The 
USA was interested in increasing its exports to Western 
Europe and strove to take advantage of that area’s import 
requirements. However, the obstacles to this were not only 
Western Europe’s limited export potentialities but also the 
post-war bilateral system of settlements between the West 
European countries. The USA, therefore, decided to use re- 
ciprocal settlements in its own interests. US monopoly circles 
calculated that in this way they would enlarge their trade 
and, at the same time, increase Western Europe’s economic 
dependence. 

The USA linked the multilateral agreement on clearing 
settlements with dollar aid under the Marshall Plan. Inas- 
much as after reciprocal settlements the participants in the 
agreement still had a debt that had to be paid in international 
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currency and since they had no currency reserves, the USA 
utilised this circumstance to control the economic relations 
of the West European countries. Under the agreement of 
October 16, 1948, signed on US initiative by the countries 
participating in the Marshall Plan, the country that found 
itself after reciprocal settlements in the position of creditor 
had to grant the debtor country the necessary sum to cover 
the debt in its national currency, while in exchange it 
received from the USA an equivalent sum in dollars. This 
was called Marshall Plan “conditional aid”. The substance 
of this aid was that if one European country supplied goods 
to another but the latter had no means of paying for these 
goods, the USA would give the former American goods 
amounting to the sum of its credits, thereby settling accounts 
with it, in other words, taking over the liabilities of the 
debtor country and thereby increasing its own exports to 
Europe to the amount of these debts. This procedure was 
used by the USA only in the case of the West European 
countries receiving Marshall Plan aid. This made the expan- 
sion of trade in Western Europe dependent on the USA and 
gave it the possibility of influencing the economic relations 
and foreign trade policies of the West European countries. 
Nonetheless, this method did not fully meet with the 
expansionist ambitions of the American monopolies. On the 
one hand, the West European countries maintained quantity 
restrictions on imports from other countries and thereby 
hindered the expansion of American exports to Western 
Europe; on the other, the “conditional aid” did not fully 
satisfy either the West European countries or the USA. By 
accepting American goods as the sole means of settlements, 
the creditor countries had to take what the USA gave them, 
and this did not always conform to what they wanted. In its 
turn, the USA was interested in the free movement of cur- 
rency, which it regarded as a factor promoting free trade. 
Under a new method of settlements, instituted in the 
autumn of 1949, “conditional aid” comprised only 75 per 
cent of the reciprocal credits in national currencies, while 
25 per cent of the settlements could be spent in any country, 
including the USA. Simultaneously, under pressure from the 
USA, the quantity restrictions on imports amounting up to 
50 per cent of the volume of the commercial commodity 
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exchange in 1948 were abolished in the trade between Euro- 
pean countries. In 1949, following the establishment of the 
Organisation for European Economic Co-operation and the 
devaluation of the European currencies, talks were started on 
the founding of the European Payments Union. 

The EPU was formed on September 19, 1950. Its members 
were Austria, Belgium, Luxembourg, Britain, Greece, Ice- 
land, Ireland, the Netherlands, Norway, Denmark, Portugal, 
France, the FRG, Sweden, Switzerland and Turkey. 

Its basic function was to handle the reciprocal clearing 
settlements of its members under all the headings of the 
balance of payments. Moreover, it granted or received credits 
and payments in dollars and gold for the settlement of debts. 

The agreement on the EPU was initially signed for two 
years, but was then prolonged every year until 1958. During 
that period a partial convertibility of currency was intro- 
duced in most of the West European countries, the currency 
restrictions were relaxed and the clearing system of settle- 
ments was found to be redundant. A new agreement came 
into force in December 1958. This was the European 
Monetary Agreement. It regulated currency relations, short- 
term credits and multilateral currency settlements of the 
West European countries and their currency zones. But the 
currency agreement was now operating in a different situa- 
tion. 

The European Payments Union helped to promote trade 
between the West European countries, abolish quantity 
restrictions on imports and relax currency restrictions. These 
had been the USA’s objectives and it therefore backed the 
operations of the EPU. 

However, it would be a mistake to overestimate the EPU’s 
significance as a vehicle of US foreign trade policy. The 
bilateral trade balance between the EPU members was: (in 
the period from July to the end of June) $3,033 million in 
1950-1951, $2,668 million in 1952-1953, and $1,785 million 
in 1954-1955. Of these sums 40-55 per cent was settled by 
reciprocal offsets. Settlements in gold and currency increased, 
amounting to 7.3 per cent in 1950-1951 and to 17.2 per cent 
in 1954-1955. At the same time, settlements at the expense 
of US aid steadily decreased: 7,4 per cent of the total 
balance in 1950-1951, 2.6 per cent in 1952-1953, and 0.5 per 
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cent in 1953-1954. From mid-1954 onwards the reciprocal 
settlements of the EPU members were made without US 
financial aid.* 

Thus, the EPU was above all a vehicle of the industrialised 
European countries and rendered a great service to the big 
monopolies of these countries in fostering foreign trade 
expansion. As regards the import quantity and currency 
restrictions, in their trade relations with the USA the West 
European countries intensified or relaxed them depending on 
the conditions of their industrial growth, their currency 
reserves and the state of their balance of payments. When 
industry showed a trend towards growth the import quantity 
restrictions were relaxed, but when commercial activity de- 
clined they were reimposed or new restrictions were instituted. 

As we have noted, foreign trade grew at a faster rate in 
Western Europe than in the USA or the world as a whole. 
Trade among the European countries likewise grew at a rapid 
rate, both as regards its physical volume and its share of the 
total foreign trade of these countries. 

In 1948 trade between the West European countries was 
48.3 per cent, in 1951 it exceeded 50 per cent and in 1955 
reached 55.3 per cent of their total exports. True, the share 
of their trade with the USA likewise increased, but this 
growth was irregular and throughout the period we are 
examining the West European exports to the USA did not 
exceed 10 per cent, while after 1949 imports did not rise 
beyond 13 per cent. 

During the first post-war years the development of trade 
between the USA and Western Europe showed that despite 
the plans of US imperialism, Western Europe’s position rela- 
tive to the USA gradually improved and gained strength, 
and as early as after 1952 the West European countries 
became increasingly independent. 


4. Export of US Capital to Western Europe 


In the epoch of imperialism the export of capital plays a 
very important role in the economic and political relations 
between the USA and Western Europe. London was the 


* Europe's Needs and Resources, p. 699. 
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world’s financial centre and chief creditor until the First 
World War. Britain’s overseas investments exceeded the 
combined foreign investments of France, Germany and the 
USA. For its volume of investments abroad the USA occu- 
pied fourth place after Britain, France and Germany. 

The First World War introduced substantial changes in 
the balance of capital exports between Western Europe and 
the USA. 

The USA accomplished a gigantic leap, crowding Britain 
in various parts of the world, chiefly in Canada and Latin 
America and also in Western Europe. Britain was forced to 
retreat, but she clung tenaciously to her vast colonial pos- 
sessions and dependent territories, where she created ex- 
tremely strong, privileged positions for her monopolies. 

The bulk of the USA’s overseas investments were in 
developing countries, mainly in Central and South America. 
Prior to the war its investments in Western Europe totalled 
only $2,376 million, of which direct investments amounted to 
$1,422 million. Characteristically, most of these investments 
were in Germany, Britain, Italy, France and Denmark, in 
that order. 

In 1939 foreign assets in the USA totalled $12,820 mil- 
lion, or $340 million more than the USA’s overseas invest- 
ments. However, direct foreign investments in US industry 
amounted to only $2,900 million, the rest of the assets con- 
sisting of long- and short-term loans and Government bonds. 
The largest portion of the foreign assets in the USA belonged 
to the West European countries. These assets were used 
as the source for covering the payments of the West Euro- 
pean countries for American supplies during the first phase 
of the Second World War. 

In that phase of the war, Britain, then the principal 
European exporter of capital, had to sell $4,500 million 
worth of her overseas assets. 

After the war Britain found herself in an extremely dif- 
ficult financial position and in 1945-1948 she continued 
selling her overseas assets, with the result that these assets 
diminished by another £457 million (about $2,000 million). 

The foreign assets lost by France during the war are 
estimated at 1,300,000-1,600,000 million francs. Germany 
lost practically all her foreign investments. 
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When the Second World War ended US capital found the 
conditions favourable for expansion. The US monopolies had 
practically no competitors either in the export of goods or in 
the export of capital. The USA was the only country with 
surplus capital and the problem was where and in what form 
to invest it. 

Lenin had pointed out that one of capitalism’s specifics 
was its use of surplus capital not for raising the living 
standard in the given country but for increasing profits by 
exporting capital. He noted that in the given case capital 
was exported to backward countries.* As a rule, this was 
what actually happened. The industrialised states exported 
most of their surplus capital to economically backward coun- 
tries. 

By exporting capital the USA reduced the Central 
American states to economic bondage and made deep inroads 
into the countries of South America as well. This led to the 
creation of huge economic empires founded not only on the 
colonial but also on the economic dependence of backward 
countries on the industrialised imperialist powers. Whereas 
prior to World War II the British and French empires con- 
sisted chiefly of colonial possessions that were economically 
linked more or less closely to the metropolises, the pre-World 
War II US Empire was created through the economic subju- 
gation of countries, which formally remained politically in- 
dependent. 

The epoch of colonial seizures and of the world’s partition 
between the big imperialist powers was chiefly one of political 
annexations, which created more reliable conditions for the 
economic pillage of the colonial peoples. In the struggle for 
the repartition of the world the export of capital became the 
principai means of economically enslaving and looting 
dependent peoples. Lenin wrote that ‘economic ‘annexation’ 
is fully ‘achievable’ without political annexation and is 
widely practised’”’.** Further, he stressed that the striving to 
annex not only agrarian countries but any state was intrinsic 
to imperialism. 

The development of imperialism after the Second World 


* V.I. Lenin, Collected Works, Vol. 22, p. 241. 
** Ibid., Vol. 23, p. 44. 
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War further bore out these propositions, particularly in the 
relations between the USA and Western Europe. 

New forms of the export of capital were brought to life 
by the changes in imperialism’s economic and political devel- 
opment as a result of the Second World War. First, note 
must be made of the fact that the sphere of investment had 
shrunk. The breakaway from capitalism of a number of 
countries in Eastern Europe and in Asia considerably de- 
creased the territorial possibilities for the export of capital and 
gave rise to some additional difficulties of an economic and 
political character. Another important factor of imperialism’s 
post-war development is the disintegration of its colonial 
system, which aggravated the conditions for the export of 
capital and also the struggle between the leading imperialist 
powers for a redivision of spheres of influence. 

These changes led to an increase in the export of capital 
not only for the sake of superprofits but also for political, 
military and strategic considerations, and also to an enor- 
mous enhancement of the role of the state in this export. In 
1917, when Lenin was working on the new Party programme, 
he wrote that the export of capital was not confined to 
developing countries, and cited examples where capital was 
exported from one industrial country to another, noting that 
“under imperialism, capital has begun to be exported to the 
old countries as well, and not for superprofits alone’’.* 

The post-Second World War situation in this sphere 
provides further confirmation of Lenin’s analysis of the 
substance of imperialism. 

The exacerbation of the general crisis and the growth of 
state-monopoly tendencies brought the bourgeois state round 
to playing a larger role in the export of capital. 

Prior to the Second World War the share of the total 
state capital exported by the USA was so small that it was 
ignored in statistics. In 1946 it rose to 25 per cent of the 
total capital exports, and in subsequent years it reached 40 
per cent and more. Since 1952 there has been a marked 
tendency towards reducing the share of USA’s state invest- 
ments abroad. 


* V_I. Lenin, Collected Works, Vol. 26, p. 165. 
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During the first post-war years both the expansion and 
contraction of the state capital exports’ share of the total US 
overseas investments were linked mainly with the USA’s 
economic and political relations with Western Europe. 

The example of the growth of state exports of capital from 
the USA to Western Europe shows how right Lenin was 
when he pointed out that under imperialism capital is 
exported not for superprofits alone. There is not the least 
doubt that the principal objective of US imperialist policy 
in Western Europe was to create the conditions for the USA’s 
political leadership and economic domination of that area. 

The following table shows Western Europe’s share of the 
USA overseas investments in 1946-1955: 


| 1946 | 1949 | 1950 | 1951 1962 1953] 1954 | 1955 


US overseas investments, 
$1,000 million 18.7 | 30.7 | 32.8 | 35.0) 37.2) 39.5] 42.2] 45.0 

Of which, in Western 

Europe, $1,000 mil- 


lion 6.2) 11.7] 12.41412.6} 12.9] 13.9] 14.4] 14.9 
Western Europe’s share, 
per cent 33.2 | 38.2 | 37.8 | 36.0} 34.7] 35.4) 34.4] 33.3 


US private investments 
overseas, $1,000 million | 13.5 | 17.0/ 49.0} 24.0] 22.8] 23.8) 26.6] 29.6 
Of which, in Western! 
Europe, $4,000 mil- 
lion 2.7| 3.0] 3.0] 3.8) 4.4] 4.2) 4.8] 5.4 
Western Europe’s share 
of the US private 
investments, per cent | 20.9/ 17.6 | 18.8 | 18.3] 17.8) 17.7) 18.2) 18.5 


US state investments over- 
seas, $1,000 million 5.2] 13.7] 13.8 | 14.0] 14.4] 15.7) 15.6] 15.9 


Of which, in Western 

Europe, $41,000 mil- 

lion 3.5] 8.7] 8.8] 8.7) 8.9 9.8) 9.6) 9.6 
Western Europe’s share 

of US state invest- 

ments, per cent 67.0 | 63.7 | 63.9 | 62.4] 61.3] 62.4) 64.2] 60.4 





Source: Balance of Payments, Statistical Supplement, Washington, 1958, 
pp. 178-79, 182. 
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As the above table shows, US state investments in foreign 
countries increased sharply, by over 160 per cent, in the 
period from 1946 to 1949—from $5,200 million to $13,700 
million. This was achieved through the US Government’s 
investments in international financial institutions (from $323 
million in 1946 to $3,407 million in 1949*) and in Western 
Europe (from $3,500 million to $8,800 million respectively). 
Capital was invested in international financial institutions 
(International Monetary Fund, International Bank for Recon- 
struction and Development, Export-Import Bank) with the 
objective of fostering expansion in foreign markets and 
strengthening the dollar as a world currency. In Western 
Europe investments took the form chiefly of Marshall Plan 
loans, subsidies and “grants-in-aid”. Western Europe’s share 
of the US state investments in foreign countries amounted 
to 63.7 per cent in 1949 and to 60.4 per cent in 1955. 

More than anything else the allocation of over 60 per cent 
of the state expenditures for subsidies, loans and “grants-in- 
aid” to Western Europe demonstrated the aggressive charac- 
ter of US imperialism’s policies in Europe. 


Western Europe’s Share of the USA’s Direct 
Overseas Investments in 1946-1955 


| 1946 | 1949 | 1950 | 1901 | 1962 | 1963 196% 1955 


Private US direct invest- | 
ments abroad, $4,000 
million 7.2|40.7} 411.8 | 13.4] 14.8] 46.3) 17.6] 19.3 
Of which, in Western 
Europe, $1,000 million} 1.0} 41.5] 4.7] 2.0} 2.4] 2.4) 2.6} 3.0 
Western Europe’s share, 
per cent 14.4] 13.6] 14.6] 15.4] 14.5] 16.4) 15.4) 15.5 


Source: Balance of Payments, 1958, pp. 178, 182. 


It should be noted that whereas until 1951 Western 
Europe’s share of the US state investments showed a steady 
growth and then began to diminish, its share of private 
investments, on the contrary, kept shrinking until 1950, fol- 
lowing which there was a sporadic growth until 1955. 


* Balance of Payments, 1958, p. 188. 
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This trend is illustrated clearly by the dynamics of the 
USA’s direct investments in foreign countries, particularly 
in Western Europe, during these years. 

Up until 1954 the US state investments in Western Europe 
were more than double the total private investments (2.3- 
fold in 1948, 2.1-fold in 1952 and 2.3-fold in 1953). Then this 
correlation began to change as a result of the faster growth 
of private investments. 

During the first years after the war the main trends in the 
export of US capital were thus as follows: 

first, after World War II there was a considerable en- 
hancement of the role played by the state; 

second, the policy of the US monopolies was to shift the 
West European aid expenditures to the state (indicative in 
this respect was the fact that at the time 80-85 per cent of 
the state exports of US capital went to Western Europe); 

third, the private investments of the American monopolies 
were directed mostly to other regions of the world. During 
the first few years after the war the US private investments 
in Western Europe grew very slowly, but as from 1951, with 
the stabilisation of the economy of the West European coun- 
tries, the US monopolies began to increase their investments 
in these countries. 





CHAPTER FIVE 


EUROPEAN INTEGRATION AND THE USA’S ATTITUDE TO IT 
IN 1945-1955 


1. The Idea of European Unity and Its Reactionary Nature 


The process of integration in Western Europe was a major 
factor of the capitalist world’s economic, political and mili- 
tary development after the Second World War. The USA’s 
attitude to West European integration was a key element 
determining the relations between the leading Western im- 
perialist powers. 

The idea of European unity is not new. The content that 
was put into this idea by the representatives of various 
countries and by the different classes of even one and the 
same country was quite dissimilar and sometimes even 
discordant. 

At the beginning of the 20th century the slogan of a 
United States of Europe was put forward in the Social- 
Democratic parties of some West European countries as a 
political demand with the objective of overthrowing the 
rabidly reactionary monarchies in Russia, Germany and 
Austria-Hungary and forming a republican United States 
of Europe. 

Lenin considered that under capitalism the idea of forming 
a United States of Europe was highly reactionary because 
a “United States of Europe under capitalism is tantamount 
to an agreement on the partition of colonies.... Of course, 
temporary agreements are possible between capitalists and 
between states. In this sense a United States of Europe is 
possible as an agreement between the European capitalists... 
for the purpose of jointly suppressing socialism in Europe, 
of jointly protecting colonial booty against Japan and Amer- 
ica, who have been badly done out of their share by the 
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present partition of colonies, and the increase of whose might 
during the last fifty years has been immeasurably more rapid 
than that of backward and monarchist Europe, now turning 
senile”.* 

Moreover, Lenin was opposed to this slogan on the grounds 
that “it may be wrongly interpreted to mean that the victory 
of socialism in a single country is impossible, and it may also 
create misconceptions as to the relations of such a country 
to the others”.** 

But while in keeping with Lenin’s teaching the revolution- 
ary Social-Democrats rejected the slogan of a republican 
United States of Europe, the idea of European unity contin- 
ued to be peddled by the apologists of imperialism and was 
frequently used as the foundation of political plans aimed 
at establishing the hegemony of one power or another in 
Europe. This idea was zealously propounded by the high 
priests and politicians of French and German imperialism. 

The history of the long hostility between Germany and 
France is well known. 

In the epoch of imperialism one of France’s key problems 
was her relations with Germany. Even though Germany was 
defeated in the First World War she had a large population 
and, where France was concerned, remained one of the major 
economic powers and the most dangerous country in conti- 
nental Western Europe. The Versailles system, i.e., the 
system of military alliances with small countries (Poland, 
Czechoslovakia, Rumania, Yugoslavia) that had been set up 
under the peace treaty with Germany, was considered 
inadequate. France’s ruling circles, therefore, strove to secure 
reconciliation with Germany on the basis of her recognition 
of the loss of Alsace-Lorraine in favour of France. 

The Locarno Agreements guaranteeing the status quo on 
Germany’s Western frontiers with France and Belgium were 
signed in October 1925. However, the “reconciliation” with 
Germany proved to be short-lived. Germany signed the 
Locarno Agreements only because at the time she was dis- 
armed and weak. She used the period of the “Locarno recon- 
ciliation” to rebuild her military potential. As soon as that 





* V.I. Lenin, Collected Works, Vol. 21, pp. 341-42, 
** Thid,, p. 342. 





86 THE USA AND WESTERN EUROPE 





potential was restored she tore up the Locarno Agreements 
and the French policy of “reconciliation with Germany” 
crumbled. It could not have been otherwise for after its 
defeat in the First World War German imperialism had by 
no means abandoned its bid for domination in Europe and 
even for world supremacy. She needed the “reconciliation 
with France” only in order to ensure the conditions for 
restoring her military potential. 

On the insistence of American politicians the treaty of 
eternal friendship that the French Foreign Minister Aristide 
Briand had offered the USA in 1927 was turned into a 
multilateral, purely declarative treaty calling for the renun- 
ciation of war as a means of settling disputes or conflicts 
between the parties to the treaty and requiring them to 
employ only peaceful means in these cases. In other words, 
the Briand initiative yielded nothing for the French impe- 
rialists. 

A similar fate overtook Briand’s Pan-Europe project, which 
he had suggested in 1930. In representations to 27 European 
countries (exclusive of the USSR) he recommended the crea- 
tion of a European Federal Union, a sort of community of 
European nations, with its own representative organ in the 
shape of a European conference and with a European com- 
mittee as its executive organ. The Western press called Pan- 
Europe an organisation with the mission of creating 
favourable conditions for the economic development of the 
European countries by removing customs barriers. 

The architects of the Pan-Europe project visualised it as 
a means of strengthening France’s position in Europe. But 
neither Britain, nor Italy, nor Germany supported this proj- 
ect. The imperialist contradictions between the leading 
Western powers were irreconcilable. It proved to be impos- 
sible to effectuate the idea of European unity in view of the 
imminent, second round of the world war between the im- 
perialist powers. Besides, a process of disintegration could 
be observed in the period between the two world wars. 
Whereas prior to the First World War there was a single 
world market, several regional privileged markets emerged 
within the world market after the war. This process was 
quickened by the world economic crisis of 1929-1933. Britain 
renounced the principle of free trade and in her empire she 
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set up a preferential system, i.e., a detached market with 
privileges for British goods. 

In its turn the USA created special conditions of trade 
with Cuba, the Philippines and some other countries that 
were dependent on the USA. France, too, created a franc 
zone in her colonies, where French goods received priority 
over goods from other countries. The emergence of privileged 
regional markets was the result of the aggravation of the 
contradictions between the imperialist powers and led to a 
further exacerbation of these contradictions. 

The Second World War brought about a situation that was 
totally unlike the situation after the First World War. The 
most important results of the war were: the emergence of a 
world socialist system, the strengthening of the USA which 
became the unchallenged leader of the capitalist world, the 
weakening of West European imperialism, and the growth 
of the national liberation movement in the colonies and 
countries dependent on imperialism. These developments 
could not fail to influence the post-war relations in the camp 
of the imperialist powers. 

First, on the one hand, the creation of the system of 
socialist states greatly undermined capitalism and, on the 
other, reinforced the tendency toward unity among the 
countries in the imperialist camp. 

Second, the rapid spread of the revolutionary and national 
liberation movements in the colonial and dependent coun- 
tries engendered or intensified certain common interests 
between the imperialists, who in some cases began to act 
jointly with the objective of suppressing these movements or 
maintaining the economic dependence of the liberated coun- 
tries. 

Third, Germany not only suffered total defeat but was 
divided. Two states with different socio-economic systems 
were formed on her territory. This decisively influenced the 
relations between France and West Germany. Whereas after 
the First World War France had to look for the ways and 
means of safeguarding herself against Germany’s revanchist 
claims, after the Second World War the German imperialists, 
who remained in power in the western part of Germany, 
looked for support from the West, and in Europe chiefly 
from France. The creation of the socialist German Demo- 
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cratic Republic weakened the forces of German imperialism 
in all respects (militarily, politically and economically). This 
gave the French imperialists the possibility of putting into 
effect the policy of Franco-German reconciliation. 

Fourth, the socio-political situation in the imperialist coun- 
tries of continental Europe was almost revolutionary. In 
Western Europe the foundations of capitalism had been 
shaken, and the rule of the monopoly bourgeoisie, which was 
hanging by a thread, was saved only by the presence of 
American and British forces. 

All these conditions opened the road for the idea of unity 
in Western Europe after the Second World War. 

Lenin’s brilliant forecast that under capitalism a United 
States of Europe was possible only as an agreement for the 
purpose of “jointly suppressing socialism in Europe” was 
fully borne out. In all its forms imperialist integration was 
directed first and foremost at suppressing socialism in 
Europe, in other words, against the socialist countries, on the 
one hand, and against the revolutionary socialist movement 
of the working class of the West European countries, on the 
other. As it developed this “integration” could not help but 
mirror the economic and political struggle among the im- 
perialist countries themselves. The combination of these two 
trends in the development of European integration explains 
its forms, character and scale. 


2. Forms of Integration and the Attitude to Them 
of the Leading Western Imperialist Powers 


The idea of European unity first began to be implemented 
in one form or another after the Second World War. In a 
Statement published by the European Committee for Econom- 
ic and Social Progress* in 1959 in connection with the 
inauguration of the European Economic Community it is 
said that until] 1939 each European nation thought of its 
future “as a single national state”. Now the problem was to 


* This Committee was set up in 1952 and declared itself an indepen- 
dent organisation of business executives in France, the FRG and Italy. 
It maintains friendly contact with the US Committee for Economic 
Development.— Author. 
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“survive amid the radical world change that is carrying 
humanity toward a destiny none can foresee”. Europe, the 
Statement said, could survive only if it united. “Its old 
national forms can no longer serve it to this end, outside some 
larger unity more proportional to the enormous political, 
economic and military forces whose coherent organisation 
and direction modern techniques permit. Outside some such 
larger unity, Europe cannot defend its collective, essential 
interests.””* 

Far-reaching plans for Europe’s political, economic and 
military integration began to be devised ever since the idea 
of European unity was first put forward in Western Europe. 
All these plans were set in motion at one and the same 
time but progress in their implementation was quite dissim- 
ilar. 

Each of the leading imperialist powers favoured only such 
integration as most closely conformed to its national inter- 
ests. And since their interests, despite the intensified 
propaganda about unity and common destiny, were very 
much at variance, integration proceeded only in areas where 
their interests coincided. Where these interests diverged, 
nothing was achieved. 

In this context it is extremely interesting to examine 
where the interests of the leading imperialist powers coin- 
cided and where they diverged. 

Immediately after the war the idea of European unity 
was propounded in West Germany, while the USA, in pur- 
suance of its own objectives, gave its backing to the idea only 
in 1947 when the Marshall Plan was proclaimed. 

The German monopolists and militarists saw in the Euro- 
pean unity idea the surest way of extricating themselves 
from the mire of total defeat and, with the assistance of the 
Western powers, maintaining their rule over the German 
people; also, if possible, once more to create the conditions 
for revenge and resume the struggle for a German world 
empire. 

Properly speaking, as a possible foundation of Germany’s 
policy after the war, the idea of uniting Europe began to be 


* The European Common Market and Its Meaning to the United 
States, New York-Toronto-London, 1959, p. 67, 
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mooted in some top-echelon circles of German imperialism 
during the war when Germany’s defeat had become a fore- 
gone conclusion. 

In a book entitled How Europe Began Ernst Friedlaender 
quotes some pronouncements by Carl Friedrich Goerdeler, a 
leader of the opposition circles that organised the attempt 
on Hitler’s life on July 20, 1944. It will be recalled that 
these circles wanted a separate peace with the Western 
powers in order to continue the war in the East. On December 
13, 1942, speaking of the Atlantic Charter, Goerdeler pro- 
posed the establishment for Western Europe of a standing 
Economic Council to study the ways and means of overcom- 
ing the difficulty of communication between different 
countries, gradually removing customs barriers, instituting 
common transport rules, and drawing together the West 
European trade, credit and civil codes. “With the attainment 
of these objectives,” Goerdeler said, “it would be possible to 
set up a European Federation (Staatenbund), in which 
successful economic co-operation would create, among other 
things, the foundation for political co-operation.”* Goerdeler 
repeated this idea in his peace plan that he had worked out 
at the close of the summer of 1943 and whose main points 
are come in the documents appended to Friedlaender’s 
book. 

The Christian Democratic Union of Germany regards itself 
the inheritor of the traditions and policies of the circles that 
had plotted against Hitler. No wonder in its maiden pro- 
gramme statements we find the ideas that were expounded 
by Goerdeler in 1942-1943. 

The German people were allowed to set up political par- 
ties in the summer of 1945 as soon as the occupation author- 
ities began functioning in Germany. Among these parties 
were the Christian Democratic Union (formed in the British 
zone of occupation) and the Christian Social Union (formed 
in Bavaria, in the American zone). Actually, they represented 
one party headed by Konrad Adenauer. In the very first pro- 
gramme document of the Christian Democratic Union it was 
declared: “For the time being Germany can pursue a very 
limited foreign policy. Her objective must be to play an equal 


* Ernst Friedlaender, Wie Europa begann, Cologne, 1965, p. 19. 
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part in the peaceful co-operation among nations, in the 
unification of nations.””* 

In the basic principles of the Bavarian Christian Social 
Union’s programme, in the section dealing with international 
relations, the idea of uniting nations is formulated in more 
specific terms: ““We advocate peace among peoples and the 
equality of all nations. Within the framework of the family 
of nations Europe is a supra-national community. We stand 
for the creation of a European Confederation, for the joint 
preservation and development of Western Christian cul- 
ture!... No European country can exist alone, by itself. We 
stand for the creation of a European economic and monetary 
union. We demand the abolition of customs frontiers between 
the individual states of Europe.”** (My italics.—A.K.) 

Thus, the ideas underlying the 1945 CDU-CSU programme 
reproduce the ideas that had been expounded by Goerdeler 
in his statement and peace programme. 

We repeat, the idea of a European Confederation and 
the abolition of customs frontiers was put forward in West 
Germany as early as 1945 in the very first programme state- 
ments of the then newly created major political party express- 
ing the interests of the monopolists and the militarists. These 
statements formulated the policies of the German imperial- 
ists, who had been utterly defeated in the world war and 
were now trying to save what they could by other means. 

These followed a spate of books popularising these ideas. 
One of these books The German Catastrophe, published in 
Wiesbaden in 1946, was written by Friedrich Meinecke, a 
historian who won notoriety as the troubadour of German 
imperialism. He wrote: “Only as a member of a future 
voluntarily united federation of Central and West European 
peoples can we again achieve it (a future.—A.K.) for our- 
selves. A picture of a United States of Europe can emerge 
naturally under the hegemony of the victor powers.”*** 

Here, too, the accent is placed on a European Federation 
and a United States of Europe as the way to achieve a new 


* Dokumente der Deutschen Politik und Geschichte, Deutschland 
nach dem Zusammenbruch, Book VI, Berlin, 1945, p. 49. 

** Thid., p. 55. 
** Eriedrich Meinecke. Die deutsche Katastrophe, Wiesbaden, 1947, 
p. 161, 
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future for Germany. In order to leave no doubt as to what 
role the new Germany would play in the new European 
Federation, Meinecke writes: “After it finds itself, the Ger- 
man spirit must, as we hope and believe, carry out its special 
and indispensable mission in the Western community.”* Once 
again we find the German spirit and the German mission 
expressing the old claims of German imperialism to the 
leadership of the Western community! 

The entire subsequent policy pursued by the Adenauer 
Government was in keeping with the injunctions that had 
been worked out by the monopoly and militarist circles in 
order to preserve German militarism and imperialism after 
Germany’s defeat. 

They pinned their hopes on an alliance with the reaction- 
ary circles of the Western powers, on the common class inter- 
ests of the imperialist bourgeoisie of the Western countries, 
on its hatred of the Soviet Union and communism. 

The powerful and aggressive nazi Germany that had begun 
a ruthless struggle for world domination was a mortal threat 
to the other imperialist vultures. The contradictions between 
them were irreconcilable and the struggle had to be decided 
by bloodshed. But a defeated Germany was no longer danger- 
ous to the Western imperialist powers as a rival for world 
supremacy or as a competitor in the world markets. The cal- 
culations of the German imperialists ona certain class consol- 
idation against the growth of socialism in Europe therefore 
met with support from the imperialist circles of the Western 
powers. 

Following their defeat the German imperialist circles 
realised that Hitler’s methods were of no avail to them. They 
comprehended that defeated and occupied Germany could 
not dictate terms to the Allies, but they also realised that 
Germany was an essential element in the anti-Soviet plans 
of British and US imperialism and the only way for her 
rejuvenation was to side fully and unconditionally with the 
West and pursue a more vigorous anti-Soviet policy. 
Throughout the post-war years the imperialist circles of West 
Germany therefore maintained a pronounced anti-Soviet 


* Friedrich Meinecke, Die deutsche Katastrophe, p. 173. 
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stand and used every possibility to strengthen their role as an 
instrument against communism. 

But while the ideas of European unity were at once adopted 
by the reactionary circles in West Germany, in the USA the 
plans for such unity did not find immediate support. 

Prior to the Second World War in the USA they were 
indifferent or even suspicious of projects for a united Europe. 
They believed that these projects would hit their economic 
interests in Europe. In 1929 the USA feared a rapprochement 
between France and Germany and considered that Briand’s 
Pan-Europe plan might unite Europe against America. 

During the Second World War the problems of the future 
arrangement in Europe and, in particular, Europe’s economic 
unification were discussed in the USA. In September 1942 
the economic and financial group of the Council on Foreign 
Relations even compiled a report under the heading American 
Interests in the Economic Unification of Europe With Re- 
spect to Trade Barriers. The report advocated the interpene- 
tration of Europe’s economy with that of the rest of the world 
and the lowering of trade barriers to European goods 
“throughout the world, including the USA”. Max Beloff, a 
noted British student of European politics, wrote that in 1942 
a paper favourable to European unification was prepared in 
the US State Department. However, according to Beloff, the 
authors of the paper were informed that their views “did not 
correspond to the general line of American thinking” and 
matters ended there.* 

During and immediately after the war the USA propound- 
ed the Morgenthau Plan, which envisaged Germany’s parti- 
tion and the destruction or, at least, the restriction of her 
industrial potential. In JCS 1067, the basic directive of the 
Joint Chiefs of Staff to General Dwight D. Eisenhower of 
April 1945 on military Government policy in Germany, it 
was stated that he was to ensure that Germany should never 
again be able to disturb the peace of the world and that he 
was to take steps to uproot nazism and militarism.** In July- 
August 1945 the US President Harry S. Truman took part 


* Max Beloff, The United States and the Unity of Europe, London, 
1963, p. 2. 

** Russell Hill, Struggle for Germany, New York-London, 1947, 
pp. 15, 18, 93. 





94 THE USA AND WESTERN EUROPE 


in working out the Potsdam Agreements envisaging the 
denazification and demilitarisation of Germany; he signed 
these Agreements on August 2 on behalf of the US Govern- 
ment. Moreover, as we have already mentioned, in keeping 
with the former plans he spoke against the creation of central 
German agencies that would operate throughout the whole 
of Germany under the direction of the Allied Control Coun- 
cil. In December 1945 the US Secretary of State James 
F. Byrnes made a statement on the significance of the Pots- 
dam Agreements to the Allies, declaring that Germany was 
herself to blame for her post-war economic difficulties and 
that her future recovery would be possible “in conformity 
with the principles agreed at Potsdam’. He stated that dur- 
ing the initial period of occupation (until the spring of 
1946) it was the USA’s intention “to maintain the policy of 
hastening the recovery of liberated areas, even at the cost 
of delaying recovery in Germany”. He reiterated the USA’s 
approval of the programme of reparations and disarmament 
agreed at Potsdam.* 

Thus, at the close of 1945 the USA was still upholding 
the principles of the Potsdam Agreements and in economic 
recovery gave priority to the countries liberated from nazi 
rule. Alongside the volte-face in the USA’s European policy 
in 1947 there was a change in the American attitude to the 
idea of European unity. Of course, the US imperialists were 
not guided by the interests of Germany, or France, or even 
Europe as a whole. They pursued their imperialist plans of 
establishing American domination in Europe and the entire 
world. In Western Europe they had two objectives: creating 
an integrated, tariff-free market for American goods and 
making the Western countries their military allies. Proclaimed 
in 1947, the Truman Doctrine and the Marshall Plan reflected 
these two basic orientations of the bid for world supremacy: 
the formation of an aggressive imperialist military bloc direct- 
ed against the USSR and the attainment of US economic 
supremacy in Western Europe, which would, at the same 
time, participate in the anti-Soviet military bloc. The im- 
portance of the West European countries would be commen- 
surate with their economic potential and their dependence on 


* Documents on American Foreign Relations, Vol. VIII, p. 199. 
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the USA. In this context the idea of European unity acquired 
a certain value in the eyes of the American politicians. 
Moreover, while this idea was propounded in only some 
countries of continental Europe, the US imperialists began 
to advocate the unity of the whole of Western Europe, hop- 
ing to use a united Europe in their own interests. 

In this connection there was a radical turn in US policy 
also in the German question at the close of 1946 and in 1947. 

On September 3, 1946 the USA and Britain completed the 
economic integration of their zones, setting up an Anglo-US 
organ as a counterbalance to the Control Council. In effect 
this put an end to the joint control of Germany’s economic 
development that had been exercised by the Control Council 
consisting of representatives of the Four Powers. This flagrant 
violation of the Potsdam Agreements instituted the division 
of Germany. The British and US imperialists conspired with 
the reactionary monopoly circles in West Germany and in 
conjunction with them pursued a more and more undisguised 
anti-Soviet policy. On September 6, 1946, three days after 
the bi-zonal agreement was signed, the same James F. Byrnes 
made a speech at Stuttgart that showed that the USA had 
renounced the Potsdam Agreements and proclaimed a new 
policy toward Germany, a policy of support for her reaction- 
ary, monopolist circles. 

In 1947 this policy began to be pursued openly: the West- 
ern powers wrecked the efforts to sign a peace treaty with 
Germany; the Four Power Foreign Ministers Council ses- 
sion, convened in Moscow in March 1947 to draft a peace 
treaty with Germany, failed to reach agreement, while the 
next session, convened in London in December 1947, was 
suspended without naming the date for its resumption. 

In June 1947, when George C. Marshall spoke at Harvard 
University, the President of the Morgan-controlled Johns 
Manville Corporation and an executive officer of Brown 
Brothers, Harriman and Co. Lewis H. Brown was in West 
Germany as the representative of the US monopolies. In 
that capacity it was his mission to draw up a programme for 
the development of West Germany. In the autumn of 1947 
he presented his programme at a sitting of the New York 

hamber of Commerce and then at the annual convention of 
the National Association of Manufacturers, a leading body 
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of the American monopolies. This programme was published 
in book form at the close of 1947. Brown, who considered 
that the USA had made a mistake by entering the war against 
Germany, recommended the restoration of the German monop- 
olies, the return of their property, the formation of a separate 
West German state, the establishment of close economic co- 
operation between the German and American industrial 
monopolies, the granting of US loans to the German monop- 
olies, the expansion of German exports and the unification 
of Lotharingian ore with Ruhr coal. Through these measures 
Brown suggested restoring to Germany her role in Europe as 
a bastion against democracy and socialism.* 

It was no accident that in the same year (in January 1947, 
before Brown’s tour of West Germany), John Foster Dulles 
declared that with its coal, industrial and manpower resources 
the Ruhr basin was the economic heart of Europe and urged 
its restoration. Consequently, in November 1947, after the 
publication of the Brown programme, the US Senate Special 
Committee on Foreign Aid announced that the fulfilment of 
constructive aid to Europe must begin with the rehabilitation 
of Germany, that Germany’s reconstruction would in large 
measure facilitate the economic recovery of the whole of 
Europe.** 

Thus, in December 1945 the US ruling circles had consid- 
ered that the rehabilitation of the liberated countries was es- 
sential even at the cost of Germany’s recovery, but now they 
declared that Europe’s recovery had to be started in Ger- 
many, the country principally to blame for all the destruction 
in Europe. 

With this favourable attention to them, the West German 
monopolies were not asleep. 

The Administration of the Ruhr Mines was reorganised in 
August 1947, while the European experts were only beginning 
to draw up their applications for American aid. Prior to this 
the Administration had been controlled by the occupation 
authorities. Now it consisted of German monopolists, who 
received the possibility of controlling the Ruhr coal output 
through a special agency. This was the transitional stage 


* Lewis H. Brown, A Report on Germany, New York, 1947, p. VI. 
** Congressional Record, February 5, 1947, pp. 832-34. 
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toward the return of the property of the German monopolies 
to them. The actual transfer was made a year later, on 
November 10, 1948, under Law No. 75. Thus, the German 
monopolies were reinstated in their former positions soon 
after the Marshall Plan was put in operation. They received 
their former property, and this was followed by the beginning 
of a new phase of development in Germany—the creation of 
a separate West German state. 

As soon as the imperialist circles of the USA, Britain and 
France entered into a conspiracy with the imperialist forces 
of West Germany the idea of a united Europe received wide 
support in the USA. Of course, it would have been impos- 
sible to achieve Western Europe’s integration without US 
support. However, from 1947 onwards this idea had official 
US backing not only in speeches but also in legislative acts. 

The USA acted on the contention that the unification of 
Western Europe would help it to attain world domination. 
After the war the USA was, from the economic standpoint, 
incomparably stronger than the countries of Western Europe. 
US aid was needed by these countries for the restoration of 
their economy, but it made them dependent on the USA, 
which was confident that they would obediently follow 
American leadership. 

In a book on the history of US intervention policies and 
practices, D. A. Graber wrote that formally the West Euro- 
pean countries were free to reject the aid proffered by the 
USA, but at the time they “were so dependent on American 
assistance for their safety and economic welfare that it would 
have been politically impossible—though technically feasible 
—to turn their backs on American help”.* 

The American interest in the unification of Western 
Europe was both political and military. The USA 
had to have Western Europe’s support against the USSR 
and the People’s Democracies. In 1949 it involved most of 
the West European countries in a military bloc, the North 
Atlantic Treaty, but remained faced with the problem of 
Preserving the unity of that bloc, which was being rent by 
the contradictory interests of its members. The USA backed 


* D. A. Graber, Crisis Diplomacy. A History of US Intervention 
Policies and Practices, Washington, 1959, p. 267. 
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every attempt to secure the political unification of the West 
European countries, believing that this would facilitate its 
leadership of Western Europe and avert a split of the capital- 
ist world in face of the growing unity and might of the 
socialist community. 

The change of policy in the German question was motivated 
chiefly by military considerations. As early as 1947 a group 
of State Department experts (including Charles Kindleber- 
ger, H. van Buren Cleveland and Ben T. Moore) presented 
arguments to substantiate the anti-Soviet guidelines of US 
policy and recommended that the USA should secure strategic 
advantages and deny such advantages to the Soviet Union 
so as to improve the “chances of winning a possible war with 
the Soviet Union”.* 

On the calculation of improving their chances the US 
imperialists steered not only toward the creation of a separate 
reactionary state in the Western zones of Germany but also 
toward the remilitarisation of that state and toward drawing 
a remilitarised West Germany into military blocs. The new 
policy toward Germany influenced also the USA’s attitude 
to the idea of European unity. The ruling circles of the USA 
felt that the creation of some form of European federation 
would avert the revival of German nationalism. It cannot be 
denied that this was feared by the Americans. When it was 
decided to help foreign states the US Congress set up a Select 
Committee on Foreign Aid with Congressman Christian 
A. Herter (who later became the US Secretary of State) as 
Chairman. This Committee backed the plans for a European 
federation “of which a democratic Germany will be an inte- 
gral but not a dominating part”.** 

Thus, by supporting the formation of a united Europe the 
US imperialists hoped to kill two birds with one stone: secure 
West Germany’s remilitarisation and thereby improve their 
chances in a possible war with the USSR and, at the same 
time, prevent the rejuvenation of German nationalism which 
would be dangerous to the West. 

However, complete understanding was lacking among the 
Western imperialist powers on both the question of European 
unity and the German question. In the USA these questions 


* Max Beloff, op. cit., pp. 14-15. 
** Tbid., p. 30. 
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were approached from the standpoint of immediate military 
and political objectives, namely, the build-up of the Western 
military bloc’s war potential. The US representatives in 
Europe were the most devoted supporters of Germany’s 
economic revival and her remilitarisation. These officials 
included General Lucius Clay, Commander-in-Chief of the 
US European Command, and Paul Hoffman, head of the 
Economic Co-operation Administration. However, the ardour 
of these officials was somewhat cooled by Washington. At the 
discussion of the second programme of economic aid in 1949 
many Congressmen expressed the view that the progress 
toward Europe’s economic unity was unsatisfactory. Senator 
J. William Fulbright opposed the view of Senator Vanden- 
berg, who had said that Europe had made great progress 
toward integration. Fulbright declared: “For more than two 
years | have been urging our Government to encourage, 
frankly and positively, the political unification of Europe. 
Our Government has not seen fit to do so.’”* 

In this period the US Government encouraged European 
integration only to the extent that it suited its military and 
political plans, in other words, it encouraged mainly military 
integration. 

Britain’s attitude to the plans for a united Europe were 
determined by her policy of alliance with the USA, on the 
one hand, and by her imperial interests, on the other. The 
alliance policy was making her support the trends toward 
West European integration, while her imperial interests com- 
pelled her to limit her participation in a united Europe. 

During the war, Britain, like the USA, pursued a policy of 
dragging out the hostilities and waiting until Germany, her 
adversary and rival, and the Soviet Union, her ally, mutually 
exhausted themselves. 

The British historian Mathew Antony Fitzsimons wrote 
that the Soviet Army’s advance into Germany in early 1945 
Seriously alarmed Winston Churchill. By Churchill’s own 
admission we know that in February 1945 he ordered Field- 
marshal Sir Bernard Law Montgomery, the British Command- 
er-in-Chief, to be prepared to arm German _prisoners-of- 
war and use them against the Soviet Army in the event it 


* Ibid. p. 37. 
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moved into Western Europe. Churchill feared that the United 
States forces would be withdrawn from Europe after the war. 

He regarded the American military presence in Europe as 
the guarantee against the triumph of the progressive, socialist 
forces and as the guarantee of the preservation of capitalism. 
He urged the consolidation of the conservative, reactionary 
forces in the European countries themselves, propounding the 
idea of Anglo-US co-operation and urging West European 
integration. 

The idea of European integration had been put forward 
by Churchill during the war. In a brochure entitled How To 
Deal with Germany, Walter Layton, director of the news- 
papers News Chronicle and The Star, quotes from a radio 
speech by Churchill on March 21, 1943. In that speech the 
British Prime Minister said: “It is my earnest hope, though 
I can hardly expect to see it fulfilled in my lifetime, that we 
shall achieve the largest common measure of the integrated 
life of Europe.”* 

On May 13, 1945, a few days after the end of the war, 
Churchill spoke mainly of co-operation between Britain and 
the USA and of the strength needed by them to attain their 
imperialist designs. On March 5, 1946, in his notorious speech 
at Fulton, USA, the text of which had been agreed with the 
US President Truman, Churchill formally proposed a military 
alliance between the USA and Britain for mutual defence. 
This “alliance of two English-speaking nations” was to assure 
to Britain the role of the USA’s ally in the implementation 
of the policy of world domination. 

British imperialism actively backed the ideas and plans 
for European integration, but in Britain herself these plans 
“commanded little real support ... under either a Labour or 
a Conservative Government”.** The reason for this was that 
the British ruling circles gave preference to their imperial 
interests and did not wish to bind themselves to Europe more 
than was necessary to maintain the world position of the 
British Empire. Therefore, the interest that these circles 
showed in the plans for European integration was purely 


* Sir Walter Layton, How To Deal with Germany, London, 19483, 
p. 187. 

** C. M. Woodhouse, British Foreign Policy Since the Second World 
War, London, 1961, p. 218. 
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political. Churchill, who lost the premiership in July 1945 
when the Conservatives were defeated at the parliamentary 
elections, devoted much of his effort to promoting European 
unity chiefly in the political and military fields. In October 
1946 he spoke in Zurich, again urging broad European unity. 
An intensive campaign was started for the creation of a 
European Federation. This campaign unfolded simultaneously 
with the formation of two aggressive Western imperialist blocs: 
the Brussels Pact and the North Atlantic Treaty Organisa- 
tion. The Strasbourg-based Council of Europe was set up 
in May, immediately after the signing of the North Atlantic 
Treaty in April 1949. This Council was formed through the 
efforts of Britain, of Churchill in particular. Britain expected 
that through this Council she would influence the policies 
of the continental powers and thereby acquire greater signif- 
icance as the chief ally of US imperialism. However, when 
the agencies of economic integration began to be set up in 
continental Europe, Britain was reluctant to participate in 
them because such participation would have been inimical 
to her economic interests within the framework of her empire. 

During the first post-war years the British ruling circles 
showed considerable interest in the plans for European inte- 
gration but in fact they supported only the plans for drawing 
West Germany into the system of Western military blocs. 

France’s attitude to the plans for European integration 
was more difficult and complicated than either that of the 
USA or Britain. 

The main problem of any integration in Western Europe— 
economic, political or military—was, above all, that of 
Franco-German reconciliation. 

In the epoch of imperialism, Germany, which planned to 
create a world empire, regarded the struggle with France as 
only a phase in the realisation of her plans. 

The united Germany that emerged after the victory over 
France in 1871 became a formidable and dangerous rival for 
France. But France would have been unable to oppose Ger- 
many without strong allies. The victories over Germany in 
the two world wars, in which France participated, were won 
thanks to the large coalitions, of which France was a mem- 
ber. These victories enabled her to preserve not only her 
independence but also her status as a Great Power. 
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Economic recovery and the creation of some form of a 
military bloc were the two basic orientations in all the West 
European countries. The idea of creating in Western Europe 
a third force that would be independent of the USA and the 
Soviet Union was widely propagated both in Britain and in 
France. 

Inasmuch as at the time Germany could not claim the role 
of leader of that third force, the principal rivals for that 
role were Britain and France. Churchill felt that the third 
force in the world, in addition to the USSR and the USA, 
should be the Congress of Europe, including Britain together 
with her empire and Dominions.* However, in France the 
ruling circles contended that in a European Federation the 
leader should be France in alliance with Italy. To bring this 
idea to fruition, it was said, all that was needed was to find 
a healthy foundation for unity with Germany through some 
form of economic integration of the resources of the Ruhr 
with the French heavy industry. Therefore the question of 
European unity rested essentially on the settlement of the 
German question. Indeed, any decision of the German ques- 
tion predetermined all the plans for a united Europe, all 
the projects for Europe’s integration. On what Germany 
would be like depended the future of Franco-German 
relations. 

More than any other Western power, France had grounds 
for fearing the possibility of further aggression from Ger- 
many, and she therefore supported all the proposals aimed 
at weakening Germany’s potential. When the USA and 
Britain steered toward Germany’s division and the setting up 
of a separate state in her Western zones, France subscribed 
to this project and agreed to join the French zone to the 
Anglo-US Bizonia. For this agreement France received 
control of the Saar region. A divided Germany was less 
dangerous than a united Germany. A less dangerous and more 
dependent Germany was a better partner for the implemen- 
tation of the plans for European integration than a politi- 
cally and economically united Germany. Germany’s defeat 
and then her division changed the equilibrium in Western 


* Europe Unites. The Hague Congress and After, London, 1949, 
pp. 6-8, 
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Europe: the main contradictions in Western Europe were 
now those between France and Britain. 

In 1947 when it became clear that the Western powers 
were determined to divide Germany, France gave her sup- 
port to the American policy in Europe, including the policy 
of European integration, true in the form that the French 
monopoly bourgeoisie felt suited it best. 


3. Successes and Failures of European Integration 





Actually, in the years immediately following the war, only 
one form of European integration was achieved. This was the 
European Coal and Steel Community. All the attempts to set 
up a European defence community ended in failure. 

The ECSC created a common market for coal and steel 
within Little Europe, i.e., six countries: France, the FRG, 
Italy, Belgium, Luxembourg and the Netherlands. 

The plan for forming the ECSC was suggested by the 
French Foreign Minister Robert Schuman (the Schuman Plan) 
on May 9, 1950. The pertinent treaty came into force on 
July 25, 1952, while the ECSC began functioning on February 
10, 1953. 

The ECSC was set up at the end of the Marshall Plan 
programme and united in a state-monopoly organisation the 
coal and metallurgical industries of the above-mentioned six 
countries. Its backbone consists of the united French and 
West German heavy industry, forming the economic basis 
of the Franco-German reconciliation. 

The features distinguishing the ECSC from the Organisa- 
tion for European Economic Co-operation are: first, in it 
there are only six of the sixteen West European countries in 
the OEEC; second, the ECSC has created a common market 
for the output of only two industries—coal and steel—with 
the result that it restricts the sovereignty of its member states, 
which in some cases are deprived of the right to pursue their 
own policy in their coal and metallurgical industries. 

Of course, the formation of a common market for coal and 
steel was a step toward European integration. One of the 
aims officially proclaimed when the ECSC was launched was 
that efforts would be made to reconcile the contradictions 
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between the member states, notably between France and 
West Germany. The creation of the tariff-free common 
market for steel and coal and the surmounting of the con- 
tradictions between France and the FRG conformed to US 
policy and therefore received American backing. 

The USA evidently calculated that further developments 
would follow the line of expanding integration and, in the 
long run, lead to the realisation of the plans it had supported. 
However, these forecasts and hopes were not destined to come 
true. 

Britain refused to participate in the ECSC, opting for the 
preservation of the imperial preferences in the markets of the 
empire and the sterling bloc. This accentuated the existence 
of contradictions between the imperialist interests of the 
leading West European powers on key issues of integration. 

Further, the common market for coal and steel envisaged, 
in the event of overproduction, a decrease of imports from 
countries not belonging to the ECSC and the establishment of 
mandatory output quotas for the controlled commodities. In 
other words, it was a common market only for the member 
states, while a general policy depending on the economic 
situation was pursued towards non-members. 

From the day the ECSC came into operation in 1953 its 
activities showed that far from becoming weaker, the position 
of the monopolies of the member states grew stronger at the 
expense of their rivals, the US and British monopolies. 

The output of coal is not indicative of the post-war econom- 
ic development of the capitalist countries on account of the 
structural changes that had taken place in the power pattern 
through the marked diminution of the share of coal and the 
growth of the share of oil and gas. 

Moreover, the rate of growth of the steel export was higher 
in the ECSC countries than in the USA and Britain. 

In the initial period after the war the creation of a Euro- 
pean Defence Community was the central objective of the 
Western policy of European unity and integration. Official 
proposals for the formation of a European Army, including 
a West German contingent, were made by the French Prime 
Minister René Pleven on October 24, 1950, but preliminary 
talks on drawing West Germany into a Western defence 
scheme had taken place much earlier, 
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Output of Coal and Steel in the ECSC Countries, 
Britain and the USA (million tons) 


| 1952 | 1957 | 1958 | 1959 | 1962 


ECSC countries 

steel 36.6 59.4 57.6 62.9 72.8 
coal 238.4 244.2 246.7 235.7 206.9 
Britain 

steel 16.6 22.0 12.4 16.6 20.8 
coal 230.1 227.2 219.2 209.4 200.6 
USA 

steel 84.5 102.2 77.3 84.8 89.2 
coal 457.6 470.0 380.0 387.4 376.6 


Sources: Monthly Bulletin of Statistics, March 1968, pp. 23-24. 341-32; Mezh- 
dunarodniye ehonomicheskiye organizatsii, Moscow, 1962, pp, 329-30. 

The “German contribution to defence” was first mentioned 
during the talks on the North Atlantic Treaty in 1948.* But 
at the time Germany was administered by the occupying 
powers, and there was no sovereign German authority capa- 
ble of adopting the pertinent decisions, so that the question 
of rebuilding the German armed forces had to be postponed. 
In any case, there is no doubt that Germany’s remilitarisation 
and, in that connection, the creation of a separate West Ger- 
man state were not called forth by objective historical devel- 
opment but were due entirely to the aggressive aims of the 
imperialist powers, above all of the USA. Hans Meier- 
Welcker gives the following motives for the creation of the 
West German Wehrmacht: “The superiority of the Soviet 
Armed Forces during the years immediately subsequent to 
the Second World War gradually awakened the realisation 
that only with German forces would it be possible to achieve 
the defensive strength needed to defend Western Europe as 
far East as possible. The largest possible operational space 
is of decisive significance for the Western armed forces.”’** 
This policy of the Western powers gave the West German 
militarists a strong bargaining position, and they used the 


* Hans Meier-Welcker, Deutsches Heerwesen im Wandel der Zeit, 
Arolsen, 1954, p. 124. 
** Thid., p. 132. 
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situation to get the maximum concessions. In a memorandum 
on the security of Germany at the close of August 1950, 
before Pleven made his proposal for a European Army, the 
West German Chancellor Adenauer expressed readiness “in 
the event an international West European Army is formed 
to make a contribution in the shape of an international con- 
tingent”.* After Pleven made his proposal, a military minis- 
try was quickly formed in Bonn. For purposes of camouflage 
it was called Department for Affairs Concerned with Allied 
Troops. 

Talks between the FRG Government and representatives 
of the Western powers commenced in Petersburg, West Ger- 
many, in January 1951. Theodor Blank, head of the Depart- 
ment for Affairs Concerned with Allied Troops, and the nazi 
generals Adolf Ernst Heusinger and Hans Speidel took part 
in these talks for the FRG. The generals at once demanded 
equality for the German contingents and integration only in 
the top echelon of leadership. After more than six months of 
bargaining round the equality principle the Western powers 
gave in. On July 24, 1951 they recognised this principle and 
the work of drawing up a treaty on the creation of a Euro- 
pean Army made rapid progress. The planning group on 
organisation, personnel and supplies of the future European 
Army began its work in October 1951. It was agreed that 
there would be homogeneous national divisions that would 
be integrated in the European Army. Initially, the Pleven 
proposal called for the formation of homogeneous combat 
groups of the reinforced battalion type. Now the German 
contingents were to be formed into divisions. 

Counting on a German contribution, the Western powers 
began hatching out ambitious plans founded on the use of 
force against the USSR. On September 21, 1951 the US 
President Truman declared that in its relations with the 
Soviet Union the USA counted sooner on force than on di- 
plomacy. In 1951 the British journal The Economist assessed 
this American policy as follows: “In large measure, the 
present American programme is designed for fighting Russia, 
not for staying to peace.’’** 


* Dokumente der Deutschen Politik und Geschichte, Book VI, p. 533. 
** The Economist, October 6, 1951, p. 780. 
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The treaty setting up the European Defence Community 
was signed in Paris on May 27, 1952. A day earlier, on May 
26, 1952, a General Treaty or, as it is officially called, the 
Convention on Relations Between the Three Powers and the 
Federal Republic of Germany, was signed in Bonn. In effect, 
the Convention was a separate peace treaty between the USA, 
Britain and France, on the one hand, and the FRG, on the 
other, while the treaty on the European Defence Community 
gave the green light for West Germany’s remilitarisation and 
for drawing her into Western military blocs. 

Both treaties were flagrantly at variance with the war- 
time Allied agreements stipulating that no separate treaty 
was to be signed with Germany and that nazism and militar- 
ism were to be uprooted so that Germany could never again 
violate the peace. In July 1949, at the discussion of the North 
Atlantic Treaty in the French Parliament, it was said that 
this treaty was directed against all, including German, aggres- 
sion.* Yet only a year later the French Government itself 
broached and then signed an international treaty legalising 
German armament. 

What happened? Why had France so radically changed 
her stand on a major issue like her security against a threat 
from Germany? If it is viewed from the angle of the French 
people’s interests, this attitude is puzzling, of course. But for 
monopoly capital foreign policy, including questions related 
to the country’s security, is as much a transaction as any other. 

In this case the French ruling circles made a concession 
to the USA and Britain, which were eager to enlarge the 
West’s military strength with German contingents. At the 
same time, the Marshall Plan and the North Atlantic Treaty 
had placed France deep into the orbit of economic and polit- 
ical dependence on the USA. Moreover, the USA and Britain 
had given their agreement to the inclusion of the Saar region 
in France’s customs frontiers. France received the Saar, while 
the USA and Britain got German contingents to reinforce 
their armed strength in Europe. 

Besides, at first glance, the form in which German armed 
contingents were organised within the framework of the 


* Annales de l’Assemblée nationale. Débates, Vol. 20, 2nd sitting of 
July 25, 1949, Paris, 1950, p. 5228. 
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European Army did not seem to be dangerous. The treaty 
on the European Defence Community provided for the crea- 
tion of a European Army consisting of divisions from six 
countries: France, Italy, Belgium, Luxembourg, the Nether- 
lands and the FRG. This army would be under a supra- 
national command. There were to be no US or British troops 
in the European Army, but the USA and Britain guaranteed 
the unity and stability of the European Defence Community. 
If any country wished to pull out of the EDC it had to reckon 
with military sanctions by the guarantors, namely, the USA 
and Britain. 

Lastly, the European Army was being set up for the reali- 
sation of aggressive plans for the ‘crucial year”, which was 
not far off. 

In this connection interest centres on the question why, 
having suggested the plan for a European Army, the French 
ruling circles refused to ratify the treaty in 1954 and agreed 
to the formation of a West German army consisting of the 
same twelve divisions? 

There were both external and internal reasons for this 
change of policy. 

Among the French ruling circles there had never been 
unanimity regarding the creation of a European Army, and 
not because they were against a German contribution. Wit- 
ness the fact that a few months after rejecting the treaty on 
the EDC France signed the Paris Agreements permitting the 
creation of a West German army. The core of the matter 
was that from the very beginning the influential section of the 
French ruling circles had looked askance at the European 
Army project because, first, the French forces in that army 
would have been not under a French but a supra-national 
command, and, second, they would have had the same foot- 
ing as the German forces. After the war France pursued a 
policy of restoring her grandeur, i.e., a policy with domina- 
tion in Europe as its end objective. A European Army would 
have denied her an essential factor in the struggle for such 
domination, because it would have consisted not only of 
newly formed German contingents but also of French, Bel- 
gian, Italian and Dutch contingents. In effect, this would have 
deprived France of her national army, a state of affairs the 
big bourgeoisie refused to accept. 
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Reporting to the French Parliament on behalf of the Na- 
tional Defence Committee, Raymond Triboulet pointed out 
that the treaty on the EDC would “impose on France sacri- 
fices that we feel would be unjustified”. Triboulet saw these 
sacrifices in the fact that the French Army would be placed 
in a position equal to that of the German forces, and that 
France’s defence would be deprived of a national command. 
“The EDC,” Triboulet declared, “is a much too costly enter- 
prise, which, besides, envisages for the French Army the 
same control and the same tutelage as for the German 
Army.’” 

The French bourgeoisie was not inclined to relinquish its 
sovereign power over its armed forces for that would have 
signified not only the loss of part of state sovereignty but 
also the collapse of every hope of becoming the dominant 
power in Europe. 

This idea was expressed most succinctly by Triboulet. He 
said: “The Bonn Agreements would cause France to lose her 
place as the third Great Power. They would cause her to lose 
practically all the rights that our two great partners (the USA 
and Britain.—A.K.) guard so jealously.” 

The FRG, Belgium and the Netherlands ratified the treaty 
on the EDC. Italy waited for France’s decision. But France, 
after two years’ procrastination, finally rejected the treaty. 
However, the French ruling circles could not and, possibly, 
did not desire to back down and altogether give up the Ger- 
man contribution to what was termed as the “defence of the 
West”. They preferred the creation of a national army in the 
FRG, whose numerical strength and armaments would be 
restricted under the treaty, rather than place the French 
Army under a supra-national command. 

Moreover, in 1954 the international situation had altered 
significantly. On the one hand, it had become obvious that the 
policy of “positions of strength” and dictation toward the 
USSR had proved to be abortive. On the other hand, the cold 
war policy came to a dead end with the failure of the coun- 


ter-revolutionary rising in Berlin in 1953. The first post-war 


* Journal officiel de la République Francaise. Débates parlementaires. 
Assemblée nationale No. 83, August 29, 1954, Ist sitting of August 28, 
1954, p. 4396. 

** Thid. 
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period came to a close. The second period commenced. It 
differs essentially from the first from both the economic and 
military standpoints. 


A summing up of European integration during the post- 
war period up to 1955 reveals that the only tangible achieve- 
ment of the Western powers in this area was the creation 
of the European Coal and Steel Community. Compared with 
the plans that had been nurtured in this sphere by the USA, 
which wanted a united Europe with a single free market 
without customs frontiers and barriers, with the free move- 
ment of commodities and capital, where American capital 
would play the premier role, the results of integration were 
modest indeed. Nothing came of military integration through 
the formation of a European Army. The EDC flop must be 
regarded as a debacle of the American plans. Small wonder 
that the US Secretary of State repeatedly visited Paris in 
1953 and 1954 and threatened that there would be a painful 
reconsideration of American policy in Western Europe if the 
treaty on the EDC was not ratified. But these threats fell on 
deaf ears. France refused to ratify the treaty. The EDC 
proved to be a stillborn project. True, a national army was 
formed in the FRG. But between the EDC and the creation 
of anational army in the FRG there is the vital difference that 
the European Army was visualised as a single organism in 
the European NATO forces under American command. Now 
each state gave the European Army national contingents 
while preserving its sovereignty over these contingents and 
the right to recall them at any time. This was precisely how, 
for instance, the French Government acted when it needed 
its divisions for the war in Algeria. By rejecting the EDC 
and preserving control of their national armed forces the 
West European powers strengthened their position vis a vis 
the USA, in that they acquired greater independence. 

The hullabaloo that raged round the formation of the 
Council of Europe with its widely publicised plans for a 
united Europe, a single army and an integrated economy must 
be evaluated as an extremely subtle move by the European 
politicians in order to receive as much US aid as possible 
and strengthen Western Europe economically, politically and 
militarily. 
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4. From the First Post-War Period to the Second 
in US-West European Relations 


Despite the enormous expenditures of the USA and the 
West European countries on military preparations and de- 
spite the colossal propaganda campaign with the objective 
of whipping up popular hostility against so-called “aggres- 
sive communism’, the imperialist aggressors failed to effec- 
tuate their plans for a cold war against the USSR and the 
other socialist countries and turn it into a hot war. The “cru- 
cial year” did not materialise. The imperialist aggressors did 
not prove to be strong enough to intimidate the Soviet Union 
and dictate their terms to it and the other socialist countries 
and give imperialism unchallenged supremacy in the world. 

Some influential circles in the USA wanted to turn the 
Korean war into a world war. One of the proponents of the 
idea of spreading the Korean war to China and thereby 
sparking a global conflict was General Douglas MacArthur, 
the Commander-in-Chief of the US forces in Korea. He was 
backed by prominent Congressmen. However, in 1951 the 
majority in the ruling circles of the USA felt that in the 
event a world war was started the USA would lose Western 
Europe and with it the cold and the hot war. In their turn, 
some European governments were acutely apprehensive of 
the plans contemplated by the aggressive elements of US 
imperialism and notified the US Government that they did 
not wish an escalation of the Korean war. Henry A. Kis- 
singer, a nuclear war theorist, wrote: “Our allies, conscious 
of the ability of the Red Army to overrun them, therefore 
magnified our own tendency to consider the Korean war only 
in terms of risks.”* Although the circles that were urging an 
escalation of the war in Asia predicted that defeat in Asia 
would mean the fall of Europe, while victory would settle a 
world conflict in favour of the USA, the US ruling circles 
rejected the plan of spreading the war to China and thereby 
risking a world war. In documents published by the US 
Senate in 1957 it was admitted that Korea had demonstrated 
that the USA was not prepared to unify Korea by the 


* Henry A. Kissinger, Nuclear Weapons and Foreign Policy, New 
York, 1957, pp. 51-52. 
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sword.” General MacArthur was relieved of his command in 
Korea, and long and wearisome talks were begun on an ar- 
mistice in Korea. The armistice agreement was finally signed 
in July 1953. 

It became clear in 1953 that the Western powers had been 
unable to build up an overwhelming military superiority. For 
a number of years beginning with 1949, i.e., with the for- 
mation of NATO, the Western powers with the USA at their 
head had not stinted means to achieve such a superiority. At 
the close of 1950 NATO set up a Supreme Allied Command 
for its armed forces in Europe to which the NATO members 
transferred a considerable part of their armed forces, framed 
its strategy for war, envisaging the use of nuclear weapons, 
and worked on plans for the creation of a huge land army of 
at least 100 divisions, in short, conducted extensive prepara- 
tions for a war in Europe. In 1950 General Eisenhower was 
appointed the Supreme Allied Commander of the NATO 
forces in Western Europe, while in 1952 he was elected Pres- 
ident of the USA. The new, Eisenhower-Dulles Adminis- 
tration embarked on a programme of “rolling back com- 
munism”’. 

Truman had proclaimed a policy of “containing com- 
munism’”’, but now the aggressive circles of US imperialism 
openly declared that they were moving from a policy of “con- 
tainment” to one of “rolling back communism”. The cold war 
was entering a decisive phase where it could grow into a hot 
war. 

On April 16, 1953 President Eisenhower made his much- 
talked-of speech, in which he formulated US imperialism’s 
programme of aggrandizement and declared that if the Soviet 
leaders submitted to that programme war could be avoided, 
otherwise it was inevitable. The programme mapped out by 
Eisenhower boiled down to the following: Germany’s unifica- 
tion under the aegis of the West German monopolists and 
militarists; the integration of a unified Germany in the Euro- 
pean Defence Community and the Atlantic bloc; termination 
of the war in Korea and Indochina on the basis of the “dis- 
bandment of the communist forces’’, in other words, the sur- 
render of the Korean people to Syngman Rhee and of the 


* Foreign Aid Programme, pp. 18-19. 
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Vietnamese people to Bao Dai and Ngo Dinh Diem; proclaim- 
ing the “independence of the East European countries”, in 
other words, restoring capitalism in countries belonging to 
the socialist community and subordinating them to foreign 
imperialist domination; freedom of economic expansion for 
the US monopolies under the guise of aid to developing coun- 
tries and unrestricted trade expansion under the screen of 
the promotion of “equitable trade”. 

After expounding this programme Eisenhower character- 
ised the spring of 1953 as a period in the life of countries 
when they had to make the most serious choice if they wanted 
a turn to a just and lasting peace. If this turn would not be 
found, as Eisenhower put it, the world would stand before 
the worst—a nuclear war. The bourgeois press assessed 
this speech as a proclamation of an American “peace plan”, 
which envisaged US leadership and a firm united front of 
all Western powers against the Soviet Union. The bourgeois 
press noted that the USA wanted peace on its own terms, 
adding that such a peace could not be concluded if the 
adversary was not forced to his knees. 

But the adversary was not brought to his knees, as the 
US imperialists very soon realised. 

In the same month of April 1953 the NATO Council had 
a meeting in Paris at which it considered the results of the 
arms race and charted the further course of its military 
policy. In the bourgeois press it was reported that despite 
American pressure, the European participants in the Paris 
session of the NATO Council refused to consider 1953 as the 
“year of maximum threat”, in other words, the year when 
war had to be started against the socialist community. The 
main reason for this was that the European members of the 
Atlantic bloc felt that the bloc was not strong enough for 
a successful attack on the USSR and other countries of 
the socialist community with the result that differences 
flared up between the USA and the European members of 
NATO. 

American correspondents reported from Paris that the 
threat of a crisis situation had arisen in the relations between 
the USA and its partners at the NATO Council session in 
April 1953. This situation was smoothed over by a compro- 
mise, with the result that NATO charted a new military 
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policy, whose substance was that war would be postponed 
and the preparations for it would be continued. In a speech 
on the results of the Paris session the US Secretary of State 
John Foster Dulles characterised this policy as the building- 
up of more strength at less cost. In other words, the high 
priests of the Atlantic bloc went forward with their policy 
of accumulating strength, this time over a longer period. 

In effect, this signified the failure of the aggressive policy 
of the leading members of the Atlantic bloc directed toward 
creating a “situation of strength” and diktat relative to the 
USSR and the other socialist countries. The deplorable results 
of the war in Korea had likewise undermined the prestige of 
the US imperialists in the eyes of their European partners 
and stiffened the latter’s opposition to any hastening of the 
plans for starting a major war. 

Besides, new Soviet initiatives aimed at relaxing interna- 
tional tension had deprived the aggressive circles of the 
imperialist countries of the possibility of playing up their 
“Soviet threat” bogey. Further, in 1953 Soviet scientists devel- 
oped the hydrogen bomb and thereby upset the calculations 
of the US imperialists, who in 1949 had publicly declared 
that they would have the hydrogen bomb before the Soviet 
Union. In 1953 the combination of all these developments 
created a new situation and compelled the aggressive circles 
to abandon their plans of precipitating a war against the 
USSR and the other socialist countries. General Alfred 
M. Gruenther, of the USA, then NATO Supreme Allied 
Commander in Europe, declared in October 1953 that the 
development of the hydrogen bomb in the USSR was a new 
factor in the contemplated schedule. But this did not mean 
the imperialists had given up their war plans. Their only 
change was to go over to longer preparations. 

This was shown by the “new doctrine” proclaimed on 
January 12, 1954 by the US Secretary of State John Foster 
Dulles in a speech in the Council of Foreign Relations on 
questions of foreign policy and called by him a doctrine of 
massive retaliation. The switch to this doctrine had been 
decided on by the National Security Council, the supreme 
military and political body in the USA. 

The substance of the new doctrine was stated by Dulles as 
follows: “The basic decision was to depend primarily upon 
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a great capacity to retaliate, instantly, by means and at 
places of our choosing. Now the Department of Defence and 
the Joint Chiefs of Staff can shape our military establishment 
to fit what is our policy, instead of having to try to be ready 
to meet the enemy’s many choices. That permits of a selection 
of military means instead of a multiplication of means. As a 
result, it is now possible to get, and share, more basic secu- 
rity at less cost.’’* 

Thus, the US imperialists had to postpone the direct prep- 
arations for a war of aggression and in future rely on the 
strategy of “massive retaliation” with strategic aircraft and 
atomic and hydrogen bombs. The new plans spelled out 
the further building-up of the NATO forces at rates that would 
not exhaust the economic strength of the USA and its allies. 
As a “deterrent”, the strike units of strategic bombers were 
to be stationed at prearranged bases. 

In the opinion of bourgeois politicians, this policy known as 
the “long way” policy did not rule out negotiations with the 
Soviet Union. At the time, however, Dulles was emphatically 
opposed to peaceful coexistence, declaring that the NATO 
powers would continue building up their military strength 
“over a long period of time”. 

The road of negotiation that the imperialists now had to 
tread did not signify that they were eager to settle outstand- 
ing issues peacefully. It was only a means of creating a favour- 
able diplomatic atmosphere for their former policy of ag- 
gression, which they had now spread over a longer period. 
The very fact that they had extended their schedule for war 
was not the result of sudden peaceableness on their part. It 
was the result of the changes that had taken place in the 
world situation. 

Dulles claimed that economic considerations were the prin- 
cipal motive for the transition to the new doctrine. There 
were, of course, economic considerations. As a result of the 
enormous military spending in 1950-1953, which in the USA 
exceeded $50,000 million annually, the annual budget deficit 
reached $9,000-11,000 million, while the taxes paid by the 
population rose to the war-time level. 


* Dale O. Smith, US Military Doctrine, New York, 1955, pp. 230- 
dL. 


387 


116 THE USA AND WESTERN EUROPE 


But the economic factors, to which Dulles referred, were 
not the only and, perhaps, not even the decisive ones. The 
crucial factors, always underestimated in American plans, 
were: the enhanced strength of the socialist community, the 
growth of contradictions between the principal imperialist 
powers in NATO, the active struggle of the socialist coun- 
tries for peace and peaceful coexistence, and the spread of 
the massive peace movement. 

The failure of the cold war against the socialist countries 
in 1953 and the resultant switch to new military doctrines 
and plans led to the rise of the conditions for a new period, 
in which the plans of “rolling back communism”, 1.e., of 
settling the world-wide conflict between the two systems by 
military means, by war, were postponed to an indefinite future. 
The struggle between the two systems entered a new phase 
of the critical competition in the economic sphere, for econom- 
ic growth was the factor deciding the world-wide antago- 
nism in peaceful competition and in the military sphere. 








PART TWO 


ECONOMIC RELATIONS BETWEEN THE USA 
AND WESTERN EUROPE IN 1956-1974 


CHAPTER SIX 


PRINCIPAL FACTORS OF THE UNEVEN ECONOMIC 
DEVELOPMENT OF THE USA AND WESTERN EUROPE 
AFTER WORLD WAR II 


1. Stages of Uneven Development 


The general crisis of capitalism is characterised above all 
by an intensification of imperialism’s contradictions to the 
extent that it raises the question of the capitalist system’s 
existence and its replacement by a new, higher social forma- 
tion, by socialism. 

This crisis was started by the First World War and the 
socialist revolution in Russia which swept capitalism away 
and established socialism on the territory of the former Rus- 
sian Empire. 

The second stage of capitalism’s general crisis unfolded 
during the Second World War and the socialist revolutions 
in a number of countries in Europe and Asia. As the crisis 
entered its first and then its second stage the internal con- 
tradictions of imperialism, notably between three or four 
groups of imperialist powers—Germany, Britain, the USA 
and Japan—reached a pitch that exploded into an armed 
struggle between them. Many other countries were drawn 
into this conflict. Local armed clashes grew into world wars 
with each of the groups of imperialist powers fighting for 
world supremacy. 

Characterising the third stage of capitalism’s general cri- 
Sis the Programme of the CPSU notes that its salient fea- 
tures are the weakening of imperialism’s position in the eco- 
nomic competition with socialism, the downfall of impe- 
rialism’s colonial system, the growing internal instability 
and decay of the capitalist economy, the sharp aggravation 
of the contradictions in the world capitalist economy, an 
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unparalleled intensification of political reaction and the 
steadily mounting struggle between labour and capital.* 

The growth of the contradictions between the ruling élite 
of the leading imperialist powers creates increasingly favour- 
able conditions not only for the economic but also for the 
political struggle of the working people of the capitalist 
countries against their oppressors. The achievements of the 
socialist countries in economic and cultural development and 
in the promotion of socialist democracy and their successes 
in the struggle against the imperialist plans of unleashing new 
wars of aggression are among the major factors fostering the 
growth of class contradictions in the imperialist states, deep- 
ening the general crisis of capitalism and hastening capital- 
ism’s collapse. Therefore, to acquire a correct understand- 
ing of the economic and political relations of present-day 
capitalism it is of the utmost importance to analyse the de- 
velopment of the deep-rooted contradictions between the 
leading groups of imperialist powers. 

The whole history of imperialism between the first and 
second world wars and also after World War II bears out 
Lenin’s teaching that capitalism’s economic and _ political 
development proceeds unevenly. 

The leading industrialised West European countries, the 
USA and Japan are the principal forces on the world capital- 
ist scene. The orientations and objectives of their external, 
foreign economic and military policies are determined entirely 
by their economic might, which determines the changes in the 
balance of strength in the imperialist camp. 


If we trace the dynamics of the industrial growth indices 
of the USA and Western Europe over a long period—from 
the years preceding the Second World War up to a recent 
period—we shall quickly see that their economic develop- 
ment was uncontestably uneven. On the eve of the Second 
World War the USA lagged behind Europe for the rate of 
industrial development. The physical volume of industrial 
output in Western Europe (1937100) for the years 1929 
to 1938 showed a growth from 84 to 98, while in the USA it 


* The Road to Communism, Moscow, 1962, pp. 470-71. 
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dropped from 97 to 79. In 1938 the USA again found itself 
in the throes of an economic crisis with the result that com- 
pared with the 1937 level] industrial output dropped by 20 
per cent. On the other hand, in Western Europe, as a whole, 
industrial production showed only a 2 per cent decrease in 
1938. True, the rate of industrial development dropped by 5 
per cent in Britain and by 8 per cent in France. In Ger- 
many, however, it rose by 10 per cent on account of the 
stepped-up war production. In Sweden, Norway, the Nether- 
Jands and Denmark industrial output remained at the 1937 
level. 

In the period from 1929 to 1938 Western Europe’s share 
of the capitalist world’s industrial output rose from 36.8 to 
44.9 per cent, while that of the USA fell from 44.0 to 34.9 
per cent. Thus, during the decade prior to World War II 
Western Europe (taking the distinctions between individual 
countries into account) had, as a whole, a higher rate of eco- 
nomic development than the USA. It was ahead of the USA 
for both the rate of development and the share of the world’s 
industrial product. 

During the Second World War industrial growth proceed- 
ed swiftly in the USA, registering an increase of 110 per 
cent in 1943 over the 1937 level. This growth was chiefly the 
result of the huge expansion of production for war purposes. 
For example, the output of durables increased by 190 per 
cent, while production of items of short-term use grew by 
only 61.9 per cent. During these years purchases by the pop- 
ulation increased by only 26.8 per cent, whereas state pur- 
chases and services increased by 430 per cent. However, in 
1944, due to the nearing end of the war industrial produc- 
tion in the USA began to diminish; nonetheless, in 1948 it 
was 70 per cent above the 1937 level. 

In Western Europe industrial output exceeded the 1937 
level only in 1949. In the total industrial output of the cap- 
italist world in 1938-1948, the USA’s share grew from 34.9 
to 53.9 per cent, while that of Western Europe dropped from 
44.9 to 31.0 per cent. 

In 1938-1948 the annual growth rate of the extracting 
and processing industries averaged 7.9 per cent in North 
America (the USA and Canada), 0.2 per cent in Western 
Europe as a whole, and —2.1 per cent in six West European 
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countries that had suffered most in the war and subsequently 
united in the Common Market.* 

The Second World War was the basic factor determining 
the antipodal trend of industrial development in the USA 
and Western Europe. 

In the period from 1948 to 1960 the rate of industrial 
growth was considerably higher in Western Europe than in 
the USA 

The volume of industrial production in the USA and the 
West European countries showed the following changes 
(1963=100): 


| 1948 | 1953 | 1958 | 1968 | 1970 | 1971 
World 45 62 75 435 150 154 
USA 55 73 75 133 135 139 
Western Europe 39 56 74 128 146 149 
EEC 29 50 72 128 150 152 


Sources: The Growth of World Industry, 1938-1965, United Nations, New York, 
1965; Obzor IMEMO, 1971 No. 8, p. 12. 


Between 1948 and 1953 the annual growth rate of the US 
industrial output averaged 5.4 per cent, while in 1958 it 
showed no increase over the 1953 level. Thus the rate of 
growth in the USA was below the world average. 

Western Europe substantially outstripped the world rate 
of industrial growth, while six of the European countries 
showed a growth rate that was well ahead of not only the 
world but also the West European average. During these 
years the industrial output growth averaged 7.4 per cent 
in the West European states. In the Common Market coun- 
tries it averaged 11.5 per cent, while in North America it 
was only 5.4 per cent. During the period 1953-1958 indus- 
trial output increased in the USA by 0.6 per cent annually, 
in other words, there was hardly any growth, while in 
Western Europe it rose by 6.0 per cent annually, 
with the Common Market countries showing an annual 


* Patterns of Industrial Growth, 1938-1958, New York, 1960, 
pp. 76-77. 
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growth rate of 7.9 per cent.* In 1958-1961 the annual world 
industrial growth rate (excluding the USSR and other 
socialist countries) averaged 6.9 per cent; in North America 
it averaged 5.4 per cent; in the industrialised West Euro- 
pean countries 6.6 per cent; in the Common Market coun- 
tries 7.7 per cent; and in the countries belonging to the 
European Free Trade Association 4.8 per cent.** 

The USA’s share of the capitalist world’s industrial out- 
put fell from 53.9 per cent in 1948 to 46.1 per cent in 1958 
and to 44.3 per cent in 1961. During the next few years it 
remained at approximately the 1961 level, but in 1965 it 
rose to 45.1 per cent and in 1970 dropped to 40.9 per 
cent. 

In the case of Western Europe, on the other hand, its 
share grew steadily until 1958, when it reached 35.6 per 
cent of the capitalist world’s industrial product, while in 
subsequent years until 1964 it fluctuated between 34.3 and 
35.2 per cent. In 1965 it totalled 34.1 per cent, and in 
1972—34.1 per cent. The Common Market’s share rose from 
15.97 per cent in 1953 to 27.3 per cent in 1965; in 1972 there 
was a drop to 25.8 per cent. 

However, note must be made of the considerable differ- 
ence in the economic growth rates of individual West Euro- 
pean countries. In a survey of the factors of economic 
growth in Europe in the 1950s conducted by the United 
Nations Economic Commission for Europe and published in 
1964 it is pointed out, for instance, that in the 1950s the 
distinctions in the annual growth rates were more marked 
than over a more prolonged period. In 1913-1956, for 
example, the difference in the annual growth rates was 
from 1.3 to 3.2 per cent, while in the 1950s it was from 1.3 
to 7.4 per cent. This strikingly shows capitalism’s pronounced 
uneven development after the Second World War. 

In the industrialised countries the growth rates for 1950- 
1960 were: 7.4 per cent in West Germany, 6 per cent in 
Austria and Italy, 4.25-5.25 per cent in Switzerland, the 
Netherlands, France and Canada, and 2.4 per cent in Brit- 


* Tbid. 
** The Growth of World Industry, 1938-1961, United Nations, New 
York, 1965, p. 150. 








422 THE USA AND WESTERN EUROPE 





ain. In the less developed countries the growth rate was: 
5-6 per cent in Greece, Turkey, Iceland and Spain, roughly 
4 per cent in Finland and Portugal, and 1.3 per cent in 
Ireland.* 

The picture we have given shows that after the Second 
World War Western Europe, as a whole, the Common Mar- 
ket in particular, was considerably ahead of the USA in the 
rate of industrial growth. 

Notwithstanding all the distinctions and unevenness in 
the rate of industria] development in the USA and Western 
Europe, the economy of the leading capitalist countries 
showed a faster growth rate after World War II than in the 
period between the two world wars. This was fostered by 
some favourable factors that took shape during and after 
the Second World War, above all, the scientific and tech- 
nological revolution that gave rise to new industries (nu- 
clear, electronic, radio engineering and so on), and the fun- 
damental reconstruction of all the old industries. After the 
Second World War there was a huge growth of the role of 
oil and gas in the pattern of fuel consumption; the chemical 
industry expanded swiftly with the development of new 
products and raw materials (plastics, synthetic fibres, new 
pharmaceutical preparations, fertilisers, and so on); the 
electric power industry made rapid headway; qualitative 
changes took place in the iron and steel industry; and 
production began to be switched to automation. Immense 
progress was achieved in mechanising and electrifying agri- 
culture, with backward methods of farming disappearing and 
production organised on the basis of capitalist, industrial 
methods. Major technical advances were made in transport. 
The railways were modernised. The motor and air transport 
became widespread to the extent that they successfully com- 
peted with and even began to oust the railways. 

The scientific and technological revolution and the emer- 
gence of new industries led to drastic changes in capitalism’s 
economic structure and this, in turn, brought to life new 
methods of industrial management. 


* Economic Survey of Europe in 1961, Part 2, Some Factors in 
Economic Growth in Europe During the 1950s, Geneva, 1964, Chapter 
VIL, p. 3. 
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The role of the bourgeois state was vastly enhanced in 
all areas of the economy during and after the Second World 
War. Monopoly capitalism completed its growth into state- 
monopoly capitalism, “combining the colossal power of cap- 
italism with the colossal power of the state”.* The capital- 
ist countries plan economic development in their own way. 
The bourgeois state has become not only an apparatus of 
political power but also an important economic factor. It has 
concentrated the nationalised industries and enterprises in 
its hands and uses them to influence the economy in the in- 
terests of the private monopolies. It has at its disposal or 
controls financial and banking institutions and influences the 
key processes of the given country’s economy, naturally, in 
order to ensure the most favourable conditions for the oper- 
ation of the monopolies. 

All these new phenomena and factors of the development 
of modern capitalism operate differently in the different 
countries. Here, too, one can trace the effect of the uneven 
development of individual countries. In the 1950s Western 
Europe’s (particularly in some West European countries) 
higher industrial growth rate than that of the USA was 
due to some specific reasons, notably: 

the larger investments and higher rate of growth of 
labour productivity plus lower wages than in the USA; 

the fundamental reorganisation of agriculture in Western 
Europe where it was quickly placed on the footing of modern 
capitalist production; 

a more considerable growth than in the USA of foreign 
trade, which helped to promote the economic development 
of some West European countries. 


2. Basic Structural Changes in the Economy 
of the USA and Western Europe 


To understand and correctly assess the changes in the 
balance of strength between the leading imperialist states it 
is vital to consider not only the differences in the growth 
rate of industrial output but also the essential changes that 


* V.I. Lenin, Collected Works, Vol. 24, p. 403. 
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have taken place in the economic structure of these countries 
since the Second World War. As a first step let us review 
the dynamics of the GNP and investments determining the 
changes in the economic pattern of the USA and the West 
European countries. 

The following figures (in $1,000 million, in prevailing 
prices) give the dynamics of the growth of the GNP in 
the USA and Western Europe in the period from 1953 to 
1969: 


| 1953 | 1963 | 1969 
USA 369.7 599.7 947.8 
Western Europe 241.8 435.7 687.9 
EEC (six) 117.5 259.9 426 .8 
EEC (nine) 170.7 356 .2 553.6 
EFTA 76.8 145.4 207 .2 


Source: National Accounts of OECD Countries, 1953-1969, Paris, 1971, p. 10. 


These figures show that in Western Europe the GNP grew 
at a faster rate than in the USA. Thus, compared with the 
1953 level in 1969 the GNP was: 150 per cent higher in 
the USA, 220 per cent higher in Western Europe, 260 per 
cent higher in the initial six EEC countries, and over 220 
per cent higher in the Common Market of nine countries. 

In 1953 the GNP of Western Europe as a whole was 57.2 
per cent of that of the USA, while in 1969 it rose to 72.5 
per cent. In the EEC Six the corresponding figures were 31.8 
and 45 per cent. 

Let us now examine the spending of the GNP in the USA 
and the leading West European countries, particularly the 
portion of the GNP used for investments, that being a major 
index of economic growth and technological progress. 

In the above-mentioned survey conducted by the UN 
Economic Commission for Europe it is stated that in 1949- 
1959 the share of investments in the GNP averaged annual- 
ly 24.2 per cent in the Federal Republic of Germany, 22.0 
per cent in Italy, 24.3 per cent in the Netherlands, 20.1 
per cent in France, 17.3 per cent in Belgium, 16.3 per cent 
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in Britain and 18.2 per cent in the USA.* In 1963 and 1969 
this share was respectively 22.04 and 23.5 per cent in West- 
| ern Europe as a whole, 23.8 and 24.6 per cent in the EEC 
; countries, 19.6 and 20.9 per cent in the European Free Trade 

Association, and 16.6 and 16.5 per cent in the USA.** 
| Thus, in most of the West European countries, particularly 





in the EEC countries, the share of investments in the GNP 
was larger than in the USA. 
In 1950-1960 state consumption averaged 14.4 per cent in 
France, 13.7 per cent in the FRG, 13.0 per cent in Italy, 
| 18.0 per cent in Britain and 18.5 per cent in the USA.*** In 
1963 and 1968 the share of state consumption was 14.6 and 
14.3 per cent (average) in the EEC countries, 15 and 18.1 
per cent in Britain, 14.9 and 16.5 per cent (average) in the 
European Free Trade Association, and 19 and 21 per cent 
in the USA. 
The share of private consumption in 1963 and 1968 was 
59 and 60.1 per cent (average) in the EEC, 63 and 60.4 per 
| cent (average) in the EFTA, and 63 and 61.1 per cent in 
. the USA.**** In 1969 state consumption in the GNP amoun- 
ted to 15 per cent in Western Europe as a whole, 17.6 per 
cent in the EFTA, 12.5 per cent in the EEC, and 21 per cent 
| in the USA.**** 
| Thus, whereas the portion of the GNP used for private 
consumption in the USA and the European Free Trade 
) | Association was at approximately the same or on a somewhat 
higher level than in the EEC, state consumption was mark- 
| edly higher in the USA than in any West European state. 
In assessing the portion of the GNP used for state con- 
sumption it must be borne in mind that this consumption 
covers not only purchases of goods and services for military 
requirements but also state budget expenditures on nation- 
alised industries and enterprises. In Western Europe, it will 


* Economic Survey of Europe in 1961, Part 2, Some Factors in Eco- 
nomic Growth in Europe During the 1950s, Chapter II, p. 22. 
** National Accounts of OECD Countries, 1953-1969, pp. 27, 33, 71. 
** Computed according to The Growth of World Industry, 1938-1961, 
pp. 269, 300, 436, 778, 804; Statistical Yearbook, 1964, pp. 529-34. 
*#2% Monthly Bulletin, September 1970, pp. 189-94. 
“884% Computed according to National Accounts of OECD Countries, 
1953-1969, pp. 24, 30, 70. 
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be remembered, nationalisation affected a much larger sec- 
tion of the economy than in the USA. This means that in the 
USA the purchases for purely military requirements in state 
consumption amount to a much larger part of the GNP than 
in the West European countries. The fact that in the USA the 
state consumes from 19 to 21 per cent of the GNP is an 
indication of the huge outlays that are being made on non- 
productive purposes at the expense of the working people. 
The more money spent on non-productive purposes the less 
is left for accumulation. Indeed, the portion of the GNP spent 
on accumulation is smaller in the USA than in the leading 
West European countries. 

However, it would be a mistake to take this to mean that 
US industry lags behind industry in Western Europe. In this 
case the unevenness of economic development under capital- 
ism is that compared with the West European economy the 
economy of the USA developed faster quantitatively and 
qualitatively during and in the initial years after the war. 
A period of reconstruction began when the West European 
countries had restored their economies. This period witnessed 
technical changes that in most cases had already been accom- 
plished in the USA. The higher rate of accumulation in the 
West European countries signified that technical reconstruc- 
tion was proceeding more intensively than in the USA. 

A study of the average annual changes in the volume of 
industrial output in the USA and Canada, on the one hand, 
and Western Europe (including the EEC), on the other, ac- 
centuates the uneven development of these areas. 

In 1938-1948 the annual rate of industrial growth through- 
out the world averaged 4.2 per cent: in the USA and Canada 
the rate was considerably above average (8.4 per cent), in 
Western Europe it was 0.3 per cent, while in the EEC coun- 
tries there was even a decline. 

In 1948-1953 industrial output in Western Europe as a 
whole, particularly in the EEC countries, grew substantially 
faster than the average world rate of 6.5 per cent: 7.6 per 
cent in Western Europe, 11.8 per cent in the EEC countries, 
and 5.7 per cent in the USA and Canada. During this period 
only the metalworking industry registered a higher growth 
rate (10 per cent) in the USA and Canada than in Western 
Europe (8.9 per cent). In the other industries the growth 
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rate was much higher in Western Europe than in North 
America. In the EEC countries the average growth rate of all 
industries was from 100 to 300 per cent higher than in the 
USA. 

In Western Europe (including the EEC countries) industrial 
development was slower in 1953-1958 than in 1948-1953, 
nonetheless it was much faster than in the USA and Canada. 
In the latter countries there was an insignificant growth of 
the oil and chemical industries, an increase in the output of 
gas and a more rapid growth of some light industries, also 
of the pulp and paper industry, and of the output of food 
and beverages. The other industries in these countries 
stagnated or even somewhat declined. Meanwhile, in Western 
Europe the processing industry achieved an average growth 
rate of 6.3 per cent, while in the extracting industries the 
growth rate averaged 1.9 per cent. The EEC countries de- 
veloped even faster than Western Europe as a whole: 8.2 per 
cent as against 6.3 per cent. Particularly rapid growth rates 
in Western Europe were recorded by the oil and gas indus- 
tries (28.9 per cent in 1948-1953 and 15.3 per cent in 1953- 
1958) and by the chemical industry (11.8 per cent in 1948- 
1953 and 8.9 per cent in 1953-1958 compared with 6.8 and 
3.9 per cent respectively in North America). In the USA and 
Canada the growth rate was somewhat higher in the iron 
and steel industry than in the other industries, but it was 
slower than the West European rate of growth. 

In 1948-1953 the annual growth rate in the heavy industry 
was 8.2 per cent in the USA, 9.0 per cent in Western Europe 
as a whole, and 13.2 per cent in the EEC countries. In 1953- 
1958 the annual output increment of this industry remained 
unchanged in the USA, while in Western Europe it averaged 
7.9 per cent, and in the EEC countries it averaged 10.0 per 
cent.* 

In 1958-1965 the average annual increment of the GNP 
was approximately the same in Western Europe and the USA 
(4.7 and 4.5 per cent respectively), although in the EEC coun- 
tries it was 5.2 per cent. However, in these areas the develop- 
ment rates differed: in Western Europe the annual increment 
was 4-6.5 per cent in 1959-1964, while in 1965 it dropped 


* Patterns of Industrial Growth, 1938-1958, pp. 76-77. 
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for the first time to 3.5 per cent; in the USA it fluctuated 
considerably from 1.9 to 6.6 per cent, but in 1963 it rose to 
3.8 per cent, and then to 5.5 per cent in 1965. This upward 
trend in the USA was unquestionably due to the escalation 
of the shameful war in Vietnam. 

In 1966-1969 the annual increment of the GNP averaged 
8.1 per cent in Western Europe as a whole, 8.5 per cent 
in the EEC countries, and 4.0 per cent in the USA.* 

The uneven economic development in the leading capital- 
ist countries, notably in the USA and in Western Europe (in 
the Common Market, in particular), is thus continuing. 

Economic development has been strikingly uneven in the 
West European countries. In the survey of the UN Economic 
Commission for Europe it is noted, for example, that in these 
countries there was “an uneven phasing of growth’.** The 
specifics of each of these countries influenced their economic 
growth. For example, the share of investments in constant 
capital differed substantially in the industrialised and less 
developed countries—from 16-17 per cent in Britain, Belgium 
and Denmark to 24-25 per cent in the FRG, the Netherlands 
and Canada and to over 30 per cent in Norway, from 15-16 
per cent in Turkey and Spain to 31 per cent in Finland and 
Iceland. In the FRG as a result of the large share of invest- 
ments there has been an improvement not only of production 
capacities but also of the age structure of the fixed capital. 
The development of the FRG economy was also fostered by 
the rapid growth of the labour force through immigration and 
by the high rate of growth of labour productivity. 

Meanwhile, in France the share of investments in constant 
capital and the labour force increment were smaller than in 
the FRG, Italy or the Netherlands. Nevertheless, even in that 
country labour productivity grew at a relatively rapid rate. 
In this respect France was surpassed only by the FRG, Aus- 
tria and Italy. The factors fostering industrial advancement 
in France were the concentration of investments in key 


* Computed according to National Accounts of OECD Countries, 
1958-1969, pp. 25, 31, 71. 

** Economic Survey of Europe in 1961, Part 2, Some Factors 
in Economic Growth in Europe During the 1950s, Chapter VII, 


p. 7. 
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industries, transport and power development, and the 
striving to surmount technological backwardness and raise 
French industry to the modern technical level. That was what 
ensured high labour productivity and purposeful invest- 
ment. 

Compared with some other industrialised countries, in 
Britain the share of investments was not large, the labour 
force increment was relatively low (though higher than in 
France and Norway) and the growth rate of Jabour productiv- 
ity was the lowest. This was due to a number of unfavourable 
factors of Britain’s economic development; as was noted by 
the UN Economic Commission for Europe, these factors in- 
cluded economic regulation, the disproportionate distribution 
and fluidity of the labour force and the “restrictive business 
and labour practices”. Labour costs, inflation and balance of 
payments deficits made it necessary to impose temporary 
restrictions on the demand and on the growth of the labour 
force and of the share of investments.* 

Despite all the distinctions far-reaching structural changes 
took place in the economy in Western Europe. New industries 
sprang up, particularly industries manufacturing durable con- 
sumer goods (television sets, cars, household utensils, and so 
forth). The scientific and technological revolution leads to 
the appearance of new products and industries. The uneven 
economic development of the USA and Western Europe was 
due not only to the influence of the war but also to the fact 
that new industries and products appeared in the USA earlier 
than in Europe. By the time the war ended the USA was not 
only producing more and had sharply increased its share of 
the world’s output and exports but was manufacturing many 
new types of goods. The fixed assets of industry had been 
not only enlarged but partially reconstructed on a new tech- 
nological basis. 

The more up-to-date technology, the more modern methods 
of labour, the higher level of labour productivity and 
the better methods of management were the foundation on 
which the US monopolies planned to dominate the external 
markets. 


* Ibid., p. 8 
9—1367 
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Among the chief factors behind the uneven economic de- 
velopment of the USA and Western Europe were the difference 
in rates and in time of the reorganisation of agriculture and 
the uneven growth of farm output. This deepened and exacer- 
bated the economic contradictions between them, especially 
at the third stage of capitalism’s general crisis. 


3. Development of Capitalism in Agriculture as a Factor 
of Uneven Economic Development 
in the USA and Western Europe 


Right until the Second World War in the agriculture of 
some West European countries there were substantial surviv- 
als of pre-capitalist relations in the forms of landownership 
and in the conditions of agricultural production. The monop- 
oly over landownership, the large percentage of the rural 
population that could find no employment in other branches 
of the economy, the extravagance of the feudal landowners, 
the shortage of capital for investment in machinery in all 
branches of agricultural production and some other reasons 
predicated agriculture’s substantial lag behind industry. Lenin 
noted that “the monopoly of landownership is a drag on the 
development of agriculture, and this monopoly retards the 
development of capitalism in agriculture, which, therefore, 
is unlike industry in this respect”.* He pointed out that in 
addition to being a feature in all capitalist countries, agricul- 
ture’s lag behind industry is “one of the most profound causes 
of disproportion between the various branches of the econ- 
omy, of crises and soaring prices”’.** 

In this respect the conditions for the development of cap- 
italism in agriculture were more favourable in the USA than 
in Europe. There was an abundance of unoccupied land in 
the USA and, consequently, capitalism could develop through 
the seizure or free distribution of that land. This, Lenin wrote, 
explained “the extremely rapid and extensive development 


of capitalism in America”.*** 


* V_I. Lenin, Collected Works, Vol. 22, p. 94. 
** Thid. 
*** Tbid., p. 88. 
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In analysing the state of American agriculture according 
to the 1910 census, Lenin showed that “if the evolution of 
agriculture is compared with that of industry, capitalism in 
agriculture is at a stage more akin to the manufactory stage 
than to the stage of large-scale machine industry. Manual 
labour still prevails in agriculture, and the use of machinery 
is relatively very limited’’.* 

In the West European countries capitalist development in 
agriculture was slower than in the USA and the characteris- 
tic that Lenin gave of the USA on the eve of the First World 
War applies fully to the situation in Western Europe on the 
eve of the Second World War. 

In the USA capitalist expansion in agriculture commenced 
before the Second World War. During the war the large 
demand for food in the USA itself and in other countries 
precipitated a massive increase in the output of farm produce. 
The area under basic crops was only insignificantly increased: 
from 139 million hectares in 1939 to 146 million hectares in 
1945, or by 4.6 per cent. The farm produce index was equal 
to 133 (1935-1939=100). Output grew mainly through the 
enhancement of the yield. During the war years the output 
of grain and meat increased by 55 and 47 per cent respective- 
ly, while cotton production decreased by 32 per cent. The 
rural population diminished from 30,547,000 in 1940 to 
25,295,000 in 1945. In terms of the USA’s population as a 
whole, the rural population decreased from 23.2 to 18.1 per 
cent. 

The gross income of the farmers rose from $10,900 million 
in 1940 to $25,800 million in 1945, while the net income 
(after the deduction of the cost of production) grew during 
these years from $4,300 million to $12,300 million. Food 
exports totalled $738 million in 1940 and $2,191 million in 
1945. 

Needless to say, the largest growth of output, profits and 
mechanisation was observed at the big farms. During the war 
there was an intensive concentration of capital and property 
in US agriculture: the number of big farms increased, while 
the number of small farms diminished. 

In US agriculture the technical revolution continued after 


* Ibid., p. 99. 
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the Second World War. Mechanisation was introduced on a 
large scale as a result of a considerable increase of invest- 
ments in fixed assets. In the USA the fixed assets in agricul- 
ture grew even faster than in the manufacturing industry in 
terms of per worker. For instance, in the period from 1940 
to 1968 the total value of machinery and equipment increased 
from $31,000 million to $ 127,000 million in the manufactur- 
ing industry and from $15,400 million to $44,700 million in 
agriculture. In terms of per worker the value of machinery 
and equipment in the manufacturing industry grew in that 
period from $2,822 to $6,449, while in agriculture it increased 
from $1,403 to $9,418. The saving on live labour is one of 
the principal results of the technical revolution in US agri- 
culture. 

A central factor of the growth of farm production has 
been the rapid rise of yields accompanied by broad mechani- 
sation of harvesting processes and a considerable saving of 
labour. Industrial methods have been introduced on a large 
scale in animal husbandry and in poultry-breeding. 

The technical revolution accelerated the amalgamation of 
the farms and the concentration of agricultural production. 
In the period from 1950 to 1959 the total number of farms 
decreased from 5,382,000 to 3,704,000. During these years 
the number of small farms with an annual income of $2,500 
decreased from 3,295,000 to 1,638,000, with an annual income 
of $2,500-5,000 from 882,000 to 618,000, and with an annual 
income of $ 5,000-10,000 from 721,000 to 654,000. On the 
other hand, the number of large farms with an annual income 
of over $10,000 increased from 484,000 to 794,000. In the 
total number of farms the size of this group grew from 9 to 
21 per cent. In 1959 the farms of this group owned 69.6 per 
cent of the cattle, 55.9 per cent of the milch cows, 63.8 per 
cent of the hens and 52.3 per cent of the tractors. They used 
66.6 per cent of the fertilisers and employed 86.4 per cent of 
the hired labour. In 1965 they marketed 82 per cent of all 
the farm produce in the USA.* 

In the West European countries due to the existence of 
backward forms of landownership the conditions in agricul- 
ture were more difficult for scientific and technological prog- 


Fortune, December 1966, p. 143. 
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ress. Survivals of feudal and small-peasant ownership creat- 
ed additional difficulties for the transition from manual 
labour to machine production. 

In Western Europe the most advanced methods in agri- 
culture are used in Britain, the Netherlands, Denmark and 
Belgium, while the most backward—in Spain, Portugal and 
Italy. In Italy the large estates of the feudal nobility are 
worked by small tenants or hired labourers. The big land- 
holders (owning over 50 hectares) comprise 0.5 per cent of 
all landowners and have 35 per cent of all the land. The 
existence of big landowners and small land-tenure is partic- 
ularly pronounced in Italy. 

Small peasant production predominates in France, where 
parcelled land-tenure is very much in evidence. There 
are 2,365,000 farms with a total of 32 million hectares of 
land. Farms with over 50 hectares (i.e., 4.2 per cent of 
the total number of farms) own 25 per cent of the arable 
land. 

Large holdings have remained in the FRG despite the post- 
war land reform. The estates with up to 50-100 hectares (1 
per cent of all the farms) have 10.3 per cent of the land, 
while the bulk of the farms are kulak holdings with 10-50 
hectares, and these own 57.1 per cent of the total arable land. 
There are 1,125 large estates with over 1,000 hectares of land 
each. In all the West European countries most of the farms 
have less than 20 hectares of land. In France, the FRG, Italy, 
Austria, Denmark, Sweden and some other countries this type 
comprises 80-95 per cent of all the farms; only in Britain 65 
per cent of the holdings belong to this type. After the Second 
World War the size of this group somewhat diminished. The 
auantity of land held by this group of farms is different in 
the various countries. For instance, in France, they own about 
40 per cent of the land, in the FRG 42 per cent, in Italy and 
Sweden 55 per cent, in Denmark 60 per cent, and in Britain 
roughly 15 per cent. 

After World War II the objective situation compelled the 
West European countries to institute a basic reconstruction 
of the pattern of agriculture. Many countries put land reforms 
into effect with the object of setting up small peasant farms. 
Moreover, they worked out and used economic methods to 
enforce plans for the establishment of big capitalist farms 
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using large numbers of machines. The aim of these plans was 
basically to abolish the small holdings and encourage the 
organisation of big, profitable capitalist farms. 

The first step in that direction was the accelerated concen- 
tration of agricultural production combined with large-scale 
mechanisation. The rate of mechanisation, based on the use 
of tractors, was not the same in all countries. It was fastest 
in the FRG, Britain, Norway, Denmark, Finland, the Nether- 
lands, Belgium and Luxembourg, where after the war the 
number of tractors increased from 1-4 to 20-40 per 1,000 hec- 
tares. By 1957 the number of tractors had increased nearly 
15-fold in France and 5.8-fold in Italy. However, in terms 
of 1,000 hectares of farmland, this gave France 16 tractors 
and Italy 11. In 1970 the number of tractors per 1,000 hec- 
tares was 101 in the FRG, 40 in France, 33 in Italy, 61 in the 
Netherlands, and 54 in Belgium; in the EEC countries the 
average number of tractors was 51. 

In agriculture mechanisation was not confined to increas- 
ing the number of tractors. Many other types of farm ma- 
chines were brought into operation. In this book, however, 
it is not our aim to make an exhaustive study of the changes 
in all the processes of agricultural production. Here it is 
important to pinpoint the basic orientation of these changes 
which influenced industrial development and introduced 
modifications into the economic pattern of the principal West 
European countries. 

As a result of technical and scientific progress in agricul- 
ture in Western Europe the yields increased. Thus, in the 
FRG the increase per hectare of farmland in the period from 
1950 to 1971 was: from 2.32 to 3.99 tons of grain, from 
24.5 to 27.4 tons of potatoes, and from 39.3 to 45.7 tons of 
sugar-beet. 

The scientific and technological revolution in agriculture 
was characterised by a sharp growth of the share of invest- 
ments in equipment. For example, in 1950-1964 the share of 
investments in West Germany’s agriculture was distributed 
as follows: in economic construction they dropped from 60.9 
to 49.4 per cent and in machines and equipment they in- 
creased from 11.7 to 28.7 per cent. During the same period the 
gross product per worker rose by 220 per cent in agriculture 
and by 120 per cent in industry. 
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By creating a huge demand for farm machinery, the tech- 
nological revolution in agriculture intensified and accelerated 
the growth of industries producing this machinery and also 
industries producing fertilisers and processing farm products. 
This gave rise to a so-called agrarian-industrial complex in 
the industrialised countries: 1) industries producing farm 
machinery, equipment and fertilisers, i.e., the means of pro- 
duction for agriculture and for marketing organisations; 
2) highly sophisticated and highly mechanised agricultural 
production; 3) industries processing and marketing farm pro- 
duce. In this way present-day agriculture is integrating into 
the state-monopoly structure of production and distribu- 
tion. 

At the same time, the rural population is demanding the 
output of industries producing durables (cars, television sets, 
washing machines, other electrical appliances, and so on) and 
a large range of other consumer goods. In short, after the 
Second World War through the technological revolution 
capitalism still further “remade” and expanded agricultural 
production and drew large new segments of the population 
into its orbit. 

However, these were not the bounds of the reorganisation 
in agriculture. Specialisation of agricultural production con- 
tinues to develop in the USA and in the West European 
countries. It is proceeding in two directions: intensification of 
specialisation by areas (grain, corn, livestock-breeding) and 
a more narrow specialisation in the various branches of 
agricultural production. 

This narrow specialisation is to be observed especially in 
livestock-breeding, where enterprises are being set up that 
operate on a fully or almost fully industrial basis. The exist- 
ing meat-packing, broiler fattening and dairy enterprises are 
steadily drawing closer to industrial patterns. Production 
processes continue to be split and independent enterprises 
continue to be formed. This is accompanied by increasing 
centralisation of capital, which seizes various spheres of agri- 
cultural production. Monopolies are springing up which con- 
trol specialised enterprises. Today capitalist agricultural pro- 
duction is based, above all, on specialised and entirely 
mechanised enterprises, where the bank controls the capital 
invested in them, and which employ workers whose produc- 
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tivity is on the same level as of the workers at modern indus- 
trial enterprises. 

In many studies it is noted that in land cultivation and live- 
stock-breeding labour productivity grew faster than in indus- 
try. For example, in the survey conducted in 1961 by the UN 
Economic Commission for Europe it is stated that in the 
period from 1949 to 1959 the annual growth rate of labour 
productivity in agriculture was higher than the average in 
all the branches of the economy in the following countries: 
the FRG—5.5 as against 4.9 per cent; the Netherlands—3.8 
as against 3.3 per cent; Denmark—4.9 as against 2.3 per cent; 
Belgium—4.6 as against 2.6 per cent; France—4.9 as against 
4.3 per cent; Britain—3.8 as against 1.8 per cent; and the 
USA—3.7 as against 2.1 per cent.* During the same decade 
in Britain, the USA, France and Denmark the average an- 
nual growth of labour productivity was higher in agricul- 
ture than even in the processing industry. In the FRG, France, 
Britain, the USA, the Netherlands, Norway, Denmark and 
Belgium it was substantially higher than in the building 
industry. 

Of course this does not mean that in the USA and Western 
Europe there are no longer outworn forms of landownership 
and land-tenure, that agriculture is free of unproductive 
manual labour; that the small-commodity producers are no 
longer stalked by the threat of starvation, and so on. Both 
in Western Europe and the USA there still are small farms 
employing backward techniques. But they no longer play the 
decisive role in agricultural production. Agriculture is com- 
pleting the transition to the machine stage of production, 
which is characterised by amalgamation, by increasing spe- 
cialisation and marketability, and by the use of machinery. 
With small reservations this conclusion is applicable to West 
European agriculture as well. In an apologetic book on the 
economic development of “new Europe” the West German 
journalist Diether Stolze writes of the “revolution in the 
farm” of the West European peasant. He urges the lifting of 
customs tariffs that “hold up this revolution”, advocates the 


* Economic ay of Europe in 1961, Part 2. Some Factors in 
u 


Economic Growth in Eurape During the 1950s, Chapter III, p. 57. 
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abolition of subsidies to agriculture in the Common Market 
and calls for free competition in the European agricultural 
market. Noting the progress that has been achieved in agri- 
cultural production in the West European countries and giv- 
ing the example of the Netherlands, Denmark and Belgium, 
where this progress is most pronounced, Stolze predicts that 
Western Europe will not only fully satisfy the food require- 
ments of its population but will have considerable surpluses. 
It will then have either to export these surpluses or radically 
reduce production. But there are no possibilities for increas- 
ing exports. The reason for this is not that there are no needy 
and hungry people in the world but that there are no solvent 
buyers for these surpluses. Despite the fact that every year 
two million people die of hunger in the world, there are grain 
surpluses in the world agricultural market. According to 
Stolze, experts of the EEC Commission believe that within 
the next 10 or 15 years five million people will move from 
the countryside to the towns, but even then Western Europe 
will be producing all the food it needs.* 

It cannot be denied that the extension of capitalist methods 
to agricultural production in the USA and Western Europe 
has given capitalism an additional stimulus for development. 
However, the unevenness of capitalist development is grow- 
ing increasingly more pronounced between the main branches 
of the economy and also between individual regions, in the 
given case, between the USA and Western Europe. 

This is inevitably aggravating the contradictions between 
the classes in each country and also between individual coun- 
tries. Contradictions are growing sharper not only between the 
USA and Western Europe but also between individual West 
European countries. For example, the attempts at integrating 
agricultural production in the EEC have not eased but, on 
the contrary, intensified these contradictions. 

It is thus indisputable that together with the spread of 
capitalist methods in the agriculture of the leading capitalist 
states, capitalism reproduces its inherent economic, social 
and political contradictions on a larger scale. 


* Diether Stolze. Die Dritte Weltmacht. Industrie und Wirtschaft 
Schaffen ein neues Europa, Munich-Zurich, 1963, pp. 148, 150. 
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4. Militarisation of the Economy as a Factor of Capitalism’s 
Uneven Economic Development 


The history of imperialism’s economic development shows 
that during periods of active preparations for war and in 
war-time the militarisation of the economy powerfully in- 
fluences the cyclic character of the processes of reproduction 
and accentuates the uneven development of capitalism gener- 
ally. The extent of this influence has been the subject of a 
keen debate during which some speakers asserted that the 
capitalist cycle continues in war-time but acknowledged that 
there are “modifications”, while others argued that during 
a war the reproduction cycle not only undergoes “modifica- 
tions” but that it stops altogether because the war economy 
develops under the impact mainly of non-economic factors.* 

Without going into a discussion of any of these arguments, 
for the substance of this problem does not enter the frame- 
work of our subject, we shall deal with the question of mili- 
tarisation as a factor of the uneven economic development 
of the USA and the West European countries. 

After the Second World War the militarisation of the 
economy of the USA and of the West European countries 
proceeded on a considerably larger scale than during the 
period between the two world wars. 

The USA’s military expenditures in 1939, i.e., before the 
outbreak of the Second World War, totalled $1,100 million 
annually. In 1953 thev amounted to $50,400 million. From 
1962 onwards they exceeded $50,000 million annually, total- 
ling $77,000 million in 1967, $87,400 million in 1968, 
$88,900 million (a record figure) in 1969, and $80,300 million 
in 1970.** Military spending was increased substantially in 
the other NATO countries. 

NATO military expenditures totalled $18,800 million in 
1949, while in 1964 they soared to $75,900 million, ie., 
quadrupling. In the course of 22 years NATO military spend- 
ing aggregated $1,450,000 million. 


* L. Mendelson, “Ekonomicheskiye krizisy sovremennogo kapita- 
lisma”, Kommunist No. 11, 1959; L. Mendelson, “Ekonomicheskiye krizisy 
itsikly posle vtoroi mirovoi voiny”, in the collection Problemy krizisovi 
obnishchaniya rabochego klassa posle vioroi mirovoi voiny, Moscow, 1959. 

** Statistical Abstract of the United States, 1965, p. 254; 1971, p. 240. 
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In order to appreciate the size of this astronomical sum it 
will be well to recall that the military expenditures during 
the Second World War (excluding the expenditures on the 
war in China) added up to $1,117,000 million. Thus, dur- 
ing the post-war years NATO military expenditures exceed- 
ed the total military expenditures during the Second World 

ar. 

The USA’s expenditures on the conduct of the war in 
1940-1945 came to $330,000 million.* In the period from 
1949 (the year NATO was formed) to 1970 the USA’s mil- 
itary expenditures ran into the colossal sum of $1,090,000 
million, which is three times the sum spent by that country 
during the Second World War or equal to the expenditures 
of all the belligerents in World War II. Almost 75 per cent 
of the NATO military budget is contributed by the USA. 

Marxist economic science regards the military expendi- 
tures of the capitalist states as a form of non-productive 
consumption by the bourgeoisie. 

This non-productive consumption by the bourgeoisie has 
always been a feature of capitalism, for a certain part of the 
surplus value has always been spent for the satisfaction of 
the bourgeoisie’s personal requirements and for the upkeep 
of the state apparatus, including the armed forces. Inasmuch 
as the entire surplus value is appropriated by the capitalists, 
it is obvious that with the growth of non-productive expen- 
ditures less remains for accumulation. In Volume II of Capi- 
tal Marx analysed a case where the entire surplus value was 
spent by the bourgeoisie for its own requirements, with the 
result that only simple reproduction was possible. Of course, 
Marx examined simple reproduction as a theoretical abstrac- 
tion, but in the history of capitalism, in the history of differ- 
ent countries, there were periods when prolonged exhaus- 
tion as a result, for example, of a protracted war, led to a 
reduction of the volume of social production, i.e., led not 
even to simple but to restricted reproduction. 

Under the level achieved today by the productive forces 
and by the productivity of social labour the capitalist class 


* The Soviet economist S. A. Dalin estimates that from July 1940 
to August 1945 these expenditures amounted to $340,000 million (see 
S. A. Dalin, Uoyenno-gosudarstuenny monopolistichesky kapitalizm v 
SSHA, Moscow, 1961, p. 292). 
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cannot, even if it indulges in the most extravagant luxury, 
spend the entire surplus value appropriated by it for non- 
productive purposes. However, the expenditures for these 
purposes increased enormously not only in war-time but also 
in time of peace. 

The struggle for world domination between the leading 
imperialist powers must be regarded as the principal reason 
for the growth of non-productive expenditures in the epoch 
of imperialism, because this struggle cannot be waged with- 
out a huge war machine and without a monstrous expansion 
of militarism. Thus, the growth of war industries and of 
militarism generally is the inevitable outcome of the develop- 
ment of monopoly capitalism. 

In the epoch of imperialism the growth of militarism is 
characterised by the swelling of armed forces, by qualitative 
changes in military equipment and by greater spending on 
the production of this equipment. In the 19th century the 
expenditures on military equipment added up to 14 per cent 
of the military expenditures during the Napoleonic Wars 
and to 13-15 per cent of the military expenditures during 
the Franco-Prussian War of 1870-1871 (i.e., the ratio was 
the same at the beginning and at the end of the century). 
During World War I these expenditures rose to 60 per cent, 
and during the Second World War to 70-75 per cent. In 
1955-1956 the USA spent 23 per cent of its military budget 
on the upkeep of its armed forces and 77 per cent on the 
military equipment for them.* 

This shows that in the imperialist epoch the outcome of 
wars is decided not so much on the battlefield as behind the 
firing lines, i.e., by a country’s economic potential, by its abil- 
ity to maintain an uninterrupted supply of armaments for 
its armed forces. Whereas in the 18th and the 19th century 
war requirements were fully satisfied by the reserves built 
up during peace-time and by the current output of the war in- 
dustry, today wars are decided by the economic potential. 
In 1917, ie., during the third year of the First World War, 
the war industries employed: 58.3 per cent of the workers in 
Germany, 57 per cent in France, 46 per cent in Britain, 
51.6 per cent in the USA and 76 per cent in Russia.** In the 


* A. Lagovsky, Strategiya i ekhonomika, Moscow, 1961, pp. 8, 10. 
** Tbid., p. 21. 
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19th century wars cost countries from 8 to 13 per cent of 
their national income. The First World War absorbed rough- 
ly 50 per cent and the Second World War cost 60-70 per 
cent of this income. 

All these vast material values, created by the labour of 
millions of people, were not only cut off from the process 
of reproduction but served as means of destruction and 
slaughter. 

The militarisation of the economy is a form of switching 
a country to preparations for or to the conduct of a war and 
represents the spending of a considerable portion of the ag- 
gregate social product on non-productive purposes. It is 
thereby one of the most striking manifestations of the capi- 
talist system’s general crisis and of its parasitical nature. 

However, we must distinguish between the militarisation 
of the economy in peace-time and in war. During a war the 
militarisation of the economy spells out economic develop- 
ment under which the entire economy is fundamentally reor- 
ganised with the purpose of mobilising all available resources 
in order to ensure the uninterrupted supply of the armed 
forces with all the means for the conduct of the war. In peace- 
time it is determined by the struggle of the leading monopo- 
lies for world supremacy, for which purpose they direct the 
given country’s economic development toward preparations 
for the conduct of a major war. These two forms of militari- 
sation differ not only quantitatively but also qualitatively, 
above all by the extent of the potential for mobilising eco- 
nomic resources for military requirements. 

The experience of the two world wars has shown that in 
peace-time the economy is prepared for war in advance by 
the aggressor power aiming to acquire more “living space” 
and create a world empire, in other words, to achieve world 
domination. Both world wars were started by imperialist 
Germany and she began her preparations for those wars 
earlier than her adversaries. True, the First World War was 
started without serious economic preparation on account of 
the strategic plans, which called for a quick victory (“before 
the autumn shedding of the leaves”’). 

Germany made more painstaking preparations, both 
military and economic, for the Second World War. Taking 
into account the experience of the First World War and also 
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the large number of countries that were to be conquered, the 
German Government drew up a four-year plan for gearing 
the economy to war-time requirements. This plan envisaged 
the stock-piling of adequate reserves of military supplies and 
the building-up of industries (synthetic petrol, chemical and 
other industries) that would reduce Germany’s dependence 
on imports of vital strategic goods. The creation of an au- 
tarchic economy was one of the main objectives of the four- 
year plan. To equip her armed forces Germany spent up- 
wards of 90,000 million marks before the outbreak of the 
war. 

The militarisation of the economy represents unproduc- 
tive outlays that lessen the possibilities for extended repro- 
duction. However, the fundamental distinction in the degree 
of militarisation during peace and in war is that in peace- 
time the portion of the GNP spent on the militarisation of 
the economy does not essentially affect the established distri- 
bution of that product for consumption and investment. In 
time of war the portion of the GNP used for consumption 
and investment is substantially cut and, in addition, the 
Government mobilises large supplementary resources in or- 
der to increase war production to such an extent that if the 
war drags out it has to stretch the economic potential to meet 
the requirements of the war. 

For instance, in 1933-1939 Germany spent an average of 
10 per cent of her GNP on war preparations. In 1944 her out- 
lays for the war were five times larger, amounting to over 50 
per cent of the GNP.* 

The pattern of military expenditures in time of peace and 
war is the same in other countries. 

In 1939 military expenditures amounted to the following 
percentage of the GNP: 32 in Germany, 15 in Britain and 1 
in the USA; in 1941 they totalled 41 per cent in Germany, 
52 per cent in Britain and 11 per cent in the USA. In 1944, 
when the economy of all countries was strained to the ut- 
most, this percentage was: 50 in Germany, 54 in Britain and 
41 in the USA.** 

But, however accurate they may be, the percentages of 
the GNP swallowed by war expenditures do not give a full 


* Klaus Knorr, The War Potential of Nations, Princeton, 1956, p. 59. 
** Tbid., pp. 238, 239. 
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picture of the strain on the economy of a country fighting 
a total war. War diverts a considerable section of the most 
able-bodied population to the armed forces and turns them 
from producers into consumers. But if society’s productive 
forces were reduced by that section of the able-bodied popu- 
lation that went into the army in war-time and society had 
no reserves to replace it, social production would dwindle 
to the extent where the given country could not withstand 
the economic strain for a more or less prolonged period. But, 
in fact, this does not happen. 

While mobilising a section of the able-bodied population 
into the armed forces that take a direct part in the war, the 
state mobilises reserves for the growth of production and 
for maintaining production at a level where it can ensure the 
direct war requirements. During a war more juveniles are 
drawn into production than in peace-time, and so are the 
aged, invalids, the partially able-bodied and that part of the 
able-bodied population that for various reasons does not par- 
ticipate in production in peace-time (the unemployed, the 
well-to-do, and so on). Further, a considerable number of 
women, who do not work in peace-time, is also enlisted into 
production. During the Second World War large contingents 
of women were mobilised into the armed forces of almost 
all the belligerent countries and this made it possible to 
reduce the conscription of skilled male labour into the armed 
forces. Many countries enlisted labour from other states. The 
colonial powers recruited not only workers but also troops 
in their colonies. Germany forcibly imported millions of 
people from the occupied countries. All these measures ena- 
bled the belligerent powers to redistribute the population in 
such a way as to build up huge armed forces and to main- 
tain production at a level more or less meeting the war re- 
quirements. 

Further, the growth of war production was fostered by 
economic measures such as the lengthening of the working 
day, the reduction of civilian consumption, an increase ot 
investments into war and ancillary industries and the reduc- 
tion or even total discontinuation of investments in industries 
producing consumer goods. In time of war a major role is 
played by scientific and technological improvements that en- 
hance production efficiency. 
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In practice, therefore, far from diminishing, the national 
income and the GNP continue to grow in war-time despite 
the fact that a large section of the able-bodied population is 
diverted to the armed forces. 

However, against the background of immense military ex- 
penditures the growth of the GNP did not signify that a 
country’s national wealth was growing. Inasmuch as over 
half of this product was used for war requirements, i.e., it 
was spent unproductively, the national wealth of the bellig- 
erent powers diminished, while in the USA, which spent 
a smaller portion of its GNP on the war than the European 
countries, the growth of the national wealth was slower than 
usual. For example, the USA’s national wealth was estimated 
at $424,200 million in 1940 and at $570,600 million in 
1945, in other words, during the five war years the natio- 
nal wealth increment amounted to $146,400 million or to 
34.5 per cent above the 1940 level. During the next 
five years, i.e., by 1950, the USA's national wealth had in- 
creased to $ 1,054,700 million. In other words, it increased 
by $434,100 million or by almost 85 per cent over the 1945 
level. 

In 1939 Britain spent 4.6 per cent of her GNP on war re- 
quirements. Even in 1940, when she was shaken by the 
Dunkirk disaster, her direct war expenditures amounted to 
only £626 million or to 9.5 per cent of her GNP. 

To ascertain the economic nature of military expenditures, 
particularly in time of war, it is important to establish the 
ratio of these expenditures to the revenues of the state bud- 
get. During the war this ratio exceeded 80 per cent. How- 
ever, if we compare the annual military expenditures with 
the state budget revenues we shall find that in 1941-1946 
Britain’s military outlays exceeded the entire sum of her 
budget revenues. Relative to the total war expenditures the 
state budget revenues amounted to 46.4 per cent in 1941, 
53.2 per cent in 1942, 60.4 per cent in 1943, 63.6 per cent 
in 1944, 65.5 per cent in 1945 and 77.1 per cent in 1946. 
During the war and even during the first year after it end- 
ed, the state budget revenues covered only part (from 46.4 
to 77.1 per cent) of the total direct military expenditures. 
The balance was covered by other sources, chiefly by state 
loans. In the USA, for example, the state debt grew sevenfold 
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during the war, from $40,000 million in 1939 to $269,000 
million in 1946.* 

The bourgeois economist John Maynard Keynes and his 
present-day followers argue that regardless of the aim for 
which they are used state loans promote economic advance- 
ment and counteract economic crises. Actually, the signifi- 
cance of loans to economic development is determined chiefly 
by their purpose. Loans floated with the purpose of cover- 
ing military expenditures, both during a war and in peace- 
time, increase unproductive spending, which leads to a growth 
of taxes, to a reduction of the people’s purchasing power 
and to further inflation, which likewise cuts the people’s pur- 
chasing power. 

In themselves military outlays are deductions from the 
GNP and reduce the volume of social reproduction, while 
loans for military requirements still further enlarge the per- 
centage of society’s unproductive expenses, the burden of 
which falls squarely on the shoulders of future working peo- 
ple. Therefore, only apologists of imperialism can claim that 
the economy flourishes as a result of a war boom. 

A country’s outlays on military requirements fall into a 
number of different categories of expenditures: centralised 
state procurements of military supplies, the maintenance of 
military personnel and civilian employees of the military 
machine (administrative, medical and research divisions), 
and purchases of consumer goods in the free market. 

The expenditures on material and technical supplies and 
the expenditures on the personal consumption of military 
personnel and civilian employees paid out of the military 
budget quite obviously influence economic development dif- 
ferently. 

The state’s expenditures on the maintenance of the armed 
forces create an additional demand for consumer goods. 
Society must therefore produce additional quantities of food, 
clothes, dwellings and durables despite the fact that the con- 
sumers of these commodities do not take part in social re- 
production and live entirely at society’s expense. 

The nature of the state’s expenditures on the building of 
enterprises manufacturing military supplies is somewhat 


* Statistical Abstract of the United States, 1961, p. 866. 
10—1867 
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different. These expenditures increase the national wealth 
by the entire sum of the cost of the enterprises, but despite 
the fact that the purely military output of these enterprises 
enlarges the volume of social production it is excluded from 
the further process of reproduction on account of its specific 
consumer value. The workers building enterprises designed 
for the production of military supplies and the workers man- 
ufacturing these supplies produce value and surplus value. 
They demand the consumer goods needed to restore their ca- 
pacity for work. However, this cannot hinder the deepening 
of the disproportion that arises in the economy with the 
growth of military production. This disproportion increases 
with the growth of the sums spent by the state for the 
purchase of military equipment and supplies compared with 
the sums it spends on the upkeep of the armed forces. 

Inasmuch as a state’s military expenditures, on the one 
hand, increase the demand for consumer goods and, on the 
other, create a demand for military equipment, which cannot 
be classified either as consumer goods or means of produc- 
tion but, nevertheless, help to enlarge the volume of social 
production, a very widespread view in bourgeois economic 
science is that military expenditures are an important stim- 
ulant of social production and even a condition for its 
growth and a means of surmounting periodic crises. 

Since the world economic crisis of 1929-1933 bourgeois 
economists have concentrated on looking for ways of coping 
with periodic economic crises and ensuring total employ- 
ment, which, they feel, could maintain the capitalist sys- 
tem’s stability. The governments of some capitalist countries 
have instituted state financing to provide work for the un- 
employed. In some countries this was public work, and in 
others—the development of the war economy. An example 
of the former was the New Deal of US President Franklin 
D. Roosevelt, and of the latter—nazi Germany’s four-year 
plan of economic preparations for war. Keynes studied the 
attempts at state intervention in the economy following 
the 1929-1933 crisis and evolved a theory that government 
expenditures made it possible to maintain the economy at 
a level at which it could provide full employment. In fact, 
Roosevelt’s New Deal could not end unemployment in the 
USA, where it remained at a high level right until the out- 












UNEVEN ECONOMIC DEVELOPMENT OF USA & WESTERN EUROPE 





147 


break of the Second World War. The number of unemployed 
in the USA was over 8,000,000 in 1940 and 5,560,000 in 
1941. During the war unemployment dropped in the USA, 
but picked up again when the war ended.* In Germany, on 
the other hand, unemployment was abolished through the 
development of the war economy and the build-up of huge 
armed forces. 

From the standpoint of the apologists of capitalism, full 
employment is the guarantee against social upheavals, for 
according to their primitive way of thinking a well-fed work- 
er does not engage in revolutions. But even if full employ- 
ment through the development of the war economy can re- 
solve this social problem, the solution is only temporary and 
is achieved at the price of more severe and far-reaching 
economic and social upheavals in the future. Full employment 
is not yet testimony of a healthy economy. The highest level 
of employment is observed precisely during a war, but no- 
body will venture to assert that a war economy is the health- 
iest economy. What is true of a war economy during a war 
remains largely true of a militarised economy in peace-time. 
The higher the level of the economy’s militarisation in peace- 
time, the more unhealthy it becomes. The main issue for 
a healthy economy is not only to provide work for everybody 
but that this work should yield the maximum economic 
benefit to society, that the labour of employed workers should 
be productive from the angle of social reproduction. The 
point is that a war economy is characterised by a diminution 
of the production effect of social labour in proportion to the 
size of the outlays spent on its militarisation. 

Military appropriations are the largest item of the bour- 
geoisie’s unproductive expenditures. In the epoch of impe- 
rialism, when the leading powers are locked in a vicious 
struggle for world domination, the rate of growth of military 
spending far exceeds the rate of growth of industry. 

The facts indicate that militarisation powerfully influences 
a country’s economy during active preparations for war and 
when hostilities actually break out. These periods witness the 
building of new factories, the enlargement of existing plants 
and the emergence of new industries. All this requires in- 


* Statistical Abstract of the United States, 1961, p. 203. 
198 — 
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vestments and ever larger numbers of workers. The demand 
increases for means of production for the building or enlarge- 
ment of enterprises, for new equipment and for consum- 
er goods for the workers. In this case the index of indus- 
trial output rises and the apologists of capitalism begin to 
wax eloquent about a “flourishing economy”, about the 
“beneficial” influence of war production on the economy and, 
in particular, on the economic condition of the working peo- 
ple. 

But war production has a dual economic nature. On the 
one hand, it actually gives an impetus to industrial produc- 
tion but, on the other, it excludes from the process of social 
reproduction the entire end product used for military re- 
quirements. 

To this must be added the unproductive personal consump- 
tion of military personnel and civilians living on wages re- 
ceived from the state’s military expenditure funds. Society 
has to produce an increasing volume of consumer goods with 
the growth of the number of persons maintained at the ex- 
pense of the military budget. The entire value of the goods 
used for the upkeep of this category of the population is, on 
account of its unproductive consumption, withdrawn from 
circulation and does not participate in the further process of 
social reproduction. This plus the withdrawal of the end mil- 
itary product from social reproduction is the reverse side 
of militarisation’s influence on economic development. This 
influence is felt not ultimately, not with time, but simulta- 
neously with the growth of war production and is propor- 
tionate to this growth: the larger the share of military out- 
put in the total industrial output the greater becomes the 
influence of war production on economic development. It is 
quite natural, therefore, that during long, major wars, when 
the militarisation of the economy reaches its highest pos- 
sible level the economy is calamitously dislocated and some- 
times reduced to utter ruin. 

Thus, because of its dual nature war production exercises 
a dual influence on economic development. The level of in- 
dustrial production rises in proportion to the extent new in- 
vestments, new building, the organisation of new industries 
and so forth are increased in order to step up war production. 
This gives rise to what is called a war boom. But, similarly, 











UNEVEN ECONOMIC DEVELOPMENT OF USA & WESTERN EUROPE 149 


with the quantitative growth of the end military product (ar- 
maments and consumer goods), that drops out of the process 
of social reproduction, the sources for new investments, new 
building and the creation of new industries diminish. Pro- 
vided all other conditions are equal, each new cycle of re- 
production begins with a sum reduced by the size of military 
expenditures. Of course, during a certain period society has 
the possibility of mobilising manpower and material re- 
sources for stepping up production, thanks to which the paring 
down of social reproducton by the sum of military expen- 
ditures can be compensated to one degree or another, but 
the duration and degree of this compensation depend on 
the size of the military expenditures and on the size of the 
reserves that can be mobilised. 

Thus, as a factor of the uneven development of capitalism 
the militarisation of the economy influences the economic 
development of individual capitalist countries differently at 
different periods. 

During a period of active preparations for war the growth 
of military expenditures creates an additional demand for 
armaments and consumer goods and facilitates the expansion 
of industrial production and the growth of industrial out- 
put. However, on account of the dual nature of these ex- 
penditures, the industrial growth springing from the increase 
in war production cannot be qualified as healthy. In every 
new cycle of reproduction the sum of possible investments is 
reduced by the entire sum of military expenditures. The 
more society produces goods for military requirements the 
more it has to resort to extraordinary measures in order to 
maintain the process of extended reproduction. 

When military expenditures reach a high level, particularly 
in time of war, a moment comes when no extraordinary 
measures can sustain extended reproduction. But even before 
this moment arrives, extended reproduction is not evidence 
of the normalcy of this process, for it is extended at the ex- 
pense of output, that immediately drops out of the process 
of reproduction, in other words, is expended unproductively. 
The result of extended reproduction sustained by extraordi- 
nary measures, such as the curtailment of civilian consump- 
tion, the institution of forced labour and so on, may be not 
an increase but a decrease of a country’s national wealth. 
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Each belligerent power inevitably grows weaker economically 
in proportion to the sum of the GNP that it spends on the 
conduct of the war. 

Needless to say, there are countries that grow rich on war. 
This happens when a country does not participate in a war 
but sells the belligerents military and other supplies, for which 
it is paid in a universally accepted equivalent. In this case 
the neutral country gets an additional market that enables it 
to increase its output of the raw materials and goods required 
by the belligerents. Such was the case with the USA in 1914- 
1917 before it entered the First World War. Such, too, was 
the case with Sweden during the two world wars. Such was 
the case with other neutral countries that grew rich on sup- 
plies to the belligerents. 

This illustrates the uneven economic development of in- 
dividual countries in time of war: the belligerents grow 
weaker economically and lag behind, while neutral countries 
and even belligerents, who expend a smaller portion of their 
national product on the conduct of the war, grow stronger 
economically and forge ahead. A case in point is the USA, 
which entered the First World War only eighteen months 
before it ended. Similarly, during the Second World War the 
USA spent a smaller portion of its national product on the 
conduct of the war than the West European countries and 
was, therefore, able to leave the latter far behind in eco- 
nomic development. Many Latin American countries like- 
wise made large profits out of supplies to the belligerents. 

Thus, due to the expansion of war production in the ag- 
gressive West European states, Western Europe had a higher 
rate of development than the USA on the eve of the Second 
World War. However, during the war the USA outstripped 
Western Europe. But after the war the fact that the USA was 
spending a considerably larger share of its GNP for military 
purposes gave it a lower economic growth rate than that of 
the West European countries. 

The changes that took place in the balance of strength 
between the USA and Western Europe during the second 
post-war period cannot be correctly understood without tak- 
ing capitalism’s uneven development and the influence of 
militarisation on the economic development of the capital- 
ist countries into account, 











CHAPTER SEVEN 


EUROPEAN ECONOMIC INTEGRATION 
AND THE USA’S ATTITUDE 
TO IT AFTER 1955 


1. A New Stage of Integration: Formation of the European 
Economic Community 


From 1957 onwards the relations between the USA and 
Western Europe have been influenced in some measure by 
the European Economic Community, whose formation was 
the most significant milestone in the development of Euro- 
pean integration during the second post-war period. The talks 
on the EEC’s establishment commenced in June 1955 in Mes- 
sina and ended with the signing of the pertinent treaty on 
March 25, 1957 in Rome. 

Its members were the same six West European countries 
that in 1952 had formed the European Coal and Steel Com- 
munity. But now it was a Common Market not only for coal 
and steel; it was gradually to embrace all manufactured 
goods and farm products. The formation of the EEC was 
thus a further step toward integration. 

The EEC’s far-reaching aims, as stated in the treaty, are 
“by establishing a Common Market and progressively ap- 
proximating the economic policies of the member states, to 
promote throughout the community a harmonious develop- 
ment of economic activities ... an increased stability, an 
accelerated raising of the standard of living and closer rela- 
tions between its member States”.* 

Article 9 of the treaty declares: 

“The community shall be based upon a customs union 
which shall cover all trade in goods and which shall include 


* European Economic Community. The Rome Treaty, London, July 
1962, p. 8. 
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the prohibition as between member states of customs duties 
on imports and exports and of all charges having equiva- 
lent effect, and the adoption of a common customs tariff as 
against third countries.”* Further, the treaty envisaged the 
gradual abolition, within a transition period of 12-15 years, 
of customs tariffs between the member states. 

Moreover, provision was made for the abolition of trade 
quotas and quantity import restrictions not later than at the 
end of the first phase of the transition period (i.e., in the 
course of the first four years of the Common Market’s exist- 
ence). Provision was also made for a co-ordinated policy in 
agriculture, for services, for the lifting of restrictions on the 
movement of capital belonging to persons residing in the 
territory of the member states, for the free circulation of 
labour within the community and for the co-ordination of 
transport policy. 

An article of the treaty deals with the rules of competi- 
tion. These rules forbid “agreements between firms, deci- 
sions of associations of firms, and concerted practices” that 
may be prejudicial to trade between the member states and 
“have as their object or effect the prevention or distortion 
of competition within the Common Market”.** However, the 
same article contains the reservation that these provisions 
shall not be applied if there are agreements or decisions 
“which contribute to the improvement of production or dis- 
tribution of goods or to the promotion of technical or eco- 
nomic progress, while reserving to users a fair share in the 
profits”.*** The most essential point in this article is its anti- 
dumping provisions, which are implemented so long as no 
economic difficulties arise. 

The Treaty of Rome established a form of collective co- 
lonialism providing for the association of overseas countries 
and territories situated outside Europe and maintaining 
“special relations” with Belgium, France, Italy and the Neth- 
erlands. The treaty states that relative to these countries 
and territories the EEC member states shall apply the same 
regime that they accord each other, and that these countries 


* European Economic Community. The Rome Treaty, p. 6, 
** Thid., pp. 26-27. 
“4% Thid., p. 27. 
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and territories having “special relations” with any EEC 
country shall extend these “relations” to all the other EEC 
member states. The latter may participate in investments 
“for the gradual development” of these countries and terri- 
tories, while their citizens can take up residence and conduct 
business activity in these countries and territories. 

One of the striking features of the Common Market is 
the establishment of uniform customs tariffs relative to all 
third countries. Beginning with the fourth year of the opera- 
tion of the treaty, common customs tariffs were to be institut- 
ed only where the difference between the internal tariff as 
of January 1, 1957 and the common EEC tariff did not ex- 
ceed 15 per cent. Where this difference was larger it was 
reduced gradually, by stages, towards the end of the transi- 
tion period. 

A treaty setting up the European Atomic Energy Com- 
munity was signed by the same countries simultaneously with 
the signing of the Rome Treaty. The officially proclaimed 
aim of Euratom was the promotion of nuclear research for 
the peaceful uses of atomic energy. Moreover, the Western 
press stated that Euratom should be regarded as an organi- 
sation that could prevent the swift proliferation of nuclear 
weapons in the NATO countries. Actually, Euratom was set 
up not only to increase the power resources of the West Eu- 
ropean countries (atomic energy was regarded as a future 
source of power) but also to build up nuclear military 
strength. The treaty on the establishment of Euratom con- 
tains no articles prohibiting the use of nuclear research for 
military purposes. Indeed, one of the Euratom members— 
France—soon announced its intention to form a nuclear 
strike force, and developed its own atomic bomb as early as 
1961. 

All the Euratom members, who were simultaneously mem- 
bers of the aggressive imperialist NATO bloc, were eager to 
co-operate closely with the USA in achieving the aims of that 
organisation inasmuch as the USA controlled the principal 
sources of nuclear raw material. For its part the USA in- 
timated that it was favourably disposed to the community. 
In November 1958 an agreement was signed by the USA and 
Euratom on US assistance, including the supply of prime 
materials and also equipment for atomic reactors, 
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The formation of the EEC was a step toward the widely 
propagandised integrated Europe. However, the organisa- 
tion that was actually set up was far removed from what had 
been proclaimed from the rostrums of parliaments and uni- 
versities, in pamphlets and in the periodic press. The most 
far-reaching plans for an integrated Europe envisaged not 
only an economic but also a political union, the creation of 
a United States of Europe. European political integration was 
urged by prominent leaders in the USA and in the principal 
West European countries, namely, France, the FRG and 
Britain. However, so far European integration is limited to 
an economic community. The formation of the European 
Free Trade Association did not enhance European integra- 
tion. On the contrary, it split Western Europe into two eco- 
nomic blocs. The EEC proclaimed the creation of an eco- 
nomic union, but this was not fully achieved during the tran- 
sition period (1958-1970). During that period the contradic- 
tions between the member states were aggravated time and 
again to the extent that the community’s very existence was 
jeopardised. 

In the Common Market the West German imperialists 
were the most consistent advocates of Western Europe’s po- 
Jitical integration. They regarded the Common Market as 
a stage on the road toward Western Europe’s unity. Typical 
in this respect were the pronouncements of the FRG’s Foreign 
Minister Dr. von Brentano, who in May 1957, on the occa- 
sion of the signing of the Rome treaties on the establishment 
of the EEC and Euratom, told the Bundestag that these “‘trea- 
ties have laid the beginning, the first real beginning for the 
attainment of the distant aim of setting up a genuine Euro- 
pean economic and political community”.* In July 1958 
another FRG Minister, Franz Etzel, spoke at the University 
of Freiburg, where he did not mince his words. “The EEC,” 
he declared, “is seen only as an important step toward Eu- 
rope’s political integration, whose end goal is the creation 
of a United States of Europe.”** 

The West German imperialists linked far-reaching plans 


* Bulletin des Presse und Informationsamtes der Bundesregierung 
No. 87. 1957. p. 777. 
* Tbid., No. 127, 1958, p. 1345, 
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with the project for a United States of Europe. The journal 
Geopolitik, which prior to the war had “scientifically” sub- 
stantiated the nazi plans for a “New Order” in Europe, re- 
sumed publication in West Germany in 1953. In 1955 it car- 
ried an article which stated that “Hitler’s idea of a ‘New 
Order’ had failed because Hitler had overrated the possi- 
bilities of violence for the establishment of that order”.* 

The West German imperialists were particularly active 
opponents of socialism and communism because they believed 
their anti-communism would bring them the support of the 
reactionary circles in other West European states and enable 
them to achieve their revanchist aims and ambitions, notably 
Germany’s reunification on a capitalist basis. 

To this end they chose a roundabout way: first unity with 
the reactionary circles of other West European states and 
then, relying on the combined strength of European and even 
world reaction under the flag of anti-communism, to resolve 
the “German question”, i.e., restore a united imperialist 
Germany. 

True, this sinister plan had a vital shortcoming: this was 
an inner contradiction, for despite their anti-communism, 
the ruling circles of the Western powers did not desire a 
stronger West Germany, which would be the case in the 
event a united imperialist Germany was restored. This would 
have upset the post-war equilibrium in Europe and radically 
changed the entire situation. Even today, when the FRG em- 
braces two-thirds of the former Germany, its allies in West- 
ern Europe apprehensively watch the growth of its eco- 
nomic and military strength, which progressively accentuates 
the contradictions between the imperialists. As soon as the 
West German imperialists grow stronger than their Western 
partners in any respect they become more dangerous to the 
latter than what they describe as the “communist bloc’. It 
was no accident that in World War II the USA, Britain and 
France were allies of the Soviet Union against imperialist 
Germany. It would therefore be an illusion to believe that 
the FRG’s Western allies would secure a united Germany 
for the German imperialists in order subsequently to fear it 
mortally. A Franco-German conciliation and even the very 


* Geopolitik No. 1, January 1955, p. 4, 
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existence of the EEC are only possible under the present 
balance of strength in Europe, only under conditions of a 
divided Germany. 

True, like the FRG, France is in favour of Europe’s polit- 
ical unity, but visualises this unity in an entirely different 
form and pursues antipodal aims. Two forms of West Eu- 
ropean political unity—federation and confederation—were 
suggested and discussed. The FRG urged the formation of 
the most thoroughgoing and broadest federation, whose 
members would be, in effect, deprived of sovereign rights; 
these rights would be exercised by a federal European gov- 
ernment. 

France had her own plans for Europe’s political unity— 
a “Europe of fatherlands”: a union of sovereign states, whose 
heads would meet periodically and decide all major issues by 
mutual agreement. In 1959 de Gaulle suggested this plan to 
Adenauer and the Heads of Government of the other EEC 
member states, supplementing it with a proposal calling for 
a standing political secretariat, whose only function would 
be to help the Heads of Government. De Gaulle suggested 
that this secretariat should have its headquarters in Paris. 

Adenauer rejected this plan. It did not suit the West 
German imperialists, for it did not dovetail with their own 
designs and was calculated to perpetuate French supremacy. 


The EEC’s establishment was accompanied by intensive 
propaganda calling for Europe’s further political integration. 
The objective of this propaganda campaign was obviously 
to ensure support for the economic community from the USA, 
which had plans of-its own linked with European integration. 
Moreover, it was felt that this campaign would condition 
European public opinion to accept the accomplished fact of 
the Common Market. The treaty setting up the EEC was 
advantageous to the large monopolies in the member states, 
but European public opinion, including the rank and file of 
the political parties and the trade unions, and also the middle 
and petty bourgeoisie, doubted the Common Market’s expe- 
diency. The propaganda campaign calling for Europe’s po- 
litical unity in the near future was thus conceived as a means 
of confusing doubters and ensuring the quick and unhindered 
ratification of the treaties signed at Rome, 
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It is not our purpose to analyse ail the aspects of the prob- 
lems linked with the formation and operation of the Euro- 
pean Economic Community. We shall touch upon these 
problems only where it will be necessary to show the rela- 
tions between the USA and Western Europe in connection 
with the operation of the Common Market. 

In order to shed light on these relations we have to as- 
certain the aims that were pursued by the participating coun- 
tries when the EEC was set up. 

Of course, the six countries that formed the Common Mar- 
ket had important common interests, but this did not rule 
out major contradictions between them. But at the time and 
in the obtaining situation common interests were the predom- 
inant factor. These common interests were both political 
and economic. 

The political factors that predicated the union of the con- 
tinental countries in the EEC included: 

1. The build-up of the economic potential with the pur- 
pose of combating socialism in Europe, in other words, the 
countries of the socialist community. 

2. With the downfall of the colonial system it was felt 
that the EEC could help to keep the former colonies in a 
state of economic dependence. Prior to the Second World 
War France, Belgium, the Netherlands and Italy had large 
colonial possessions. 

The creation of the EEC marked the beginning of the 
Euro-Africa project on the terms stated in the Rome 
Treaty. 

The fourth section of the treaty (articles 131-136) is on 
the association of overseas countries and territories. 

Essential changes had taken place in the composition and 
status of overseas countries and territories from 1957 on- 
wards. In 1961-1962 the terms for the association of these ter- 
ritories were reconsidered, but the substance of their relations 
with the EEC remained unchanged: their dependence on and 
unequal participation in the EEC were preserved. 

3. The EEC could help the monopolies against the work- 
ing class: it gave them the possibility of conducting a broad 
offensive with the objective of nullifying the social and po- 
litical gains of the working people, of annulling the wage rises 
and the right to strike that had been won in struggle. The 
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Rome Treaty envisaged growing stability in the EEC mem- 
ber states. The monopolies feared a repetition of the social 
and political upheavals that shook Western Europe during 
the initial years after the war. It would be a mistake to think 
that the monopolies concentrated solely on squeezing maxi- 
mum profits. The scale oftheir operations and their close 
links with the apparatus of the bourgeois state influenced the 
condition and vital interests of millions of working people. 
Consequently, their economic policy has political under- 
tones. 

The monopolies regulate not only investments; they pursue 
a definite policy toward the exploited masses of working peo- 
ple. Chapter 1 Title 3 of the Rome Treaty is entitled The 
Workers. It states the conditions for the free movement of 
workers in the EEC. Further, a section gives the provisions 
on social questions. It speaks not only of close co-operation 
between the member states in social policy, but also of the 
need to improve and gradually level up the living and work- 
ing conditions of the workers. 

These articles were recorded in the treaty not for the work- 
ers but for the monopolies, which had to reckon with the in- 
terests of the working people. Bourgeois politicians and lead- 
ing businessmen realised that on account of the economic 
competition with socialism the economic condition of the 
working people was an important factor in the struggle to 
preserve the capitalist system. The monopolies had always 
used a part of their profits to throw sops to the working-class 
aristocracy, thereby creating the economic foundation for 
opportunism in the working-class movement. This opportun- 
ism had time and again been instrumental in saving capi- 
talism when its collapse seemed inescapable. Essentially, the 
same policy is continued by the monopolies in the Common 
Market. The treaty defined the principles of equal payment 
for equal labour, but in fact foreign workers are subjected 
to discrimination in some of the EEC countries. The bour- 
geoisie deliberately incites national discord between work- 
ers of different nationalities. 

Alongside these common political interests, the countries 
that set up the EEC were motivated by common economic 
interests. Among these was the hope of enlarging the in- 
ternal and external markets and increasing exports. 
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The EEC was formed in a situation witnessing a cyclic 
upgrade of the economy intensified by the need for an ex- 
pansion of production as a result of technical progress and 
the development of the chemical, electrical engineering, ra- 
dio-electronic and some other new industries. During these 
years the EEC member states had a higher rate of indus- 
trial development than other industrialised capitalist coun- 
tries. This industrial growth demanded larger markets. How- 
ever, the problem of markets was aggravated on account of 
the narrowing down of the world economy’s capitalist sector, 
the more intensified exploitation of the working people and 
the mounting competition in the world capitalist market. For 
the member states the formation of the EEC was, above all, 
a means of giving their monopolies a more stable common 
internal market and better conditions for competition with 
the monopolies of the other industrialised capitalist countries 
in the world market. 

Another major economic factor behind the establishment 
of the EEC was the aspiration of the monopolies to intensify 
the concentration of production, reduce production costs, step 
up scientific and technological progress, increase the possibil- 
ities for mass production and enhance the competitiveness of 
their goods. 

Scientific and technological progress is the key factor of 
Western Europe’s post-war economic upswing. The emer- 
gence of new industries and the radical modernisation of in- 
dustrial plant sent the apologists of capitalism into raptures 
and they began to speak of an “economic miracle” first in 
West Germany, then in Italy and subsequently in Western 
Europe as a whole. 

For their share of the world’s trade the EEC countries 
have outstripped the USA. The customs barriers erected by 
the Common Market have compelled the US monopolies to 
step up the export of capital to the EEC countries. This has 
played an extremely important part in furthering scientific 
and technological progress and in promoting the economic 
growth of the European countries. In 1955-1960 the growth 
rate of the GNP in the EEC countries was 100 per cent 
higher than in the USA (5 per cent as against 2.2 per cent). 
Competition from American-operated enterprises in the EEC 
is forcing the Common Market monopolies to speed up sci- 
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entific and technological progress, intensify the concentra- 
tion of production and merge in order to form more powerful 
concerns. These monopolies are closing unprofitable enter- 
prises and investing capital into promising, profitable and 
competitive industries and enterprises. 

Diether Stolze, whom we have already mentioned, writes 
that by 1980 Europe will be a new world power, a third 
force, and that it will lead the world.* 

An apologist of European capitalism, he echoes the think- 
ing and plans of the big capitalists in the FRG and other 
EEC countries. His book contains the familiar tune sung by 
German imperialism, which has not abandoned its dream of 
a new world empire. 

In addition to common political and economic considera- 
tions that enabled the rulers of the EEC countries to set up 
that economic organisation, each country had its own specific 
motivations for economic integration. 

In order to form an economic bloc protected by effective 
customs barriers France renounced her traditional protection- 
ist policies and agreed to the customs-free movement in the 
French market of goods manufactured in the other five EEC 
states. The French monopolies felt they could withstand the 
competition from their partners. After the war the level of 
the productive forces rose considerably in some of France’s 
leading industries and she gradually caught up with her West 
European competitors. 

Further, France was very much interested in a uniform 
customs tariff that could reliably protect her economy from 
the competition of third countries. The French ruling circles 
pinned much of their hopes on enlarging their exports of 
farm produce to the EEC states by ousting the farm imports 
from the USA. 

The. FRG, where progress in the technical and economic 
indices of industry was even more considerable, was success- 
fully competing with the USA and Britain. The West German 
monopolies were therefore prepared to back the plans for 
enlarging the EEC, but for political considerations they had 
to continue supporting the economic bloc with France, for 
a united Europe was inconceivable without a Franco-Ger- 


* Diether Stolze, op. cit., p. 252. 
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man conciliation. Needless to say, the West German monop- 
olies counted on increasing their exports under the protec- 
tion of the common EEC tariffs. 

Italy, among other considerations, counted on stepping up 
the emigration of Italian workers to the EEC countries, hop- 
ing that this would ease her own grave problem of chronic 
unemployment. 

Belgium, the Netherlands and Luxembourg had been the 
first countries to set up a customs union—Benelux—after the 
war. They have close economic links with France and the 
FRG. A feature of these countries is the high level of pro- 
duction concentration and capital monopolisation. 

Thus, the treaty setting up the EEC, signed in Rome on 

i March 25, 1957, came into force on January 1, 1958, and 
the transition period commenced on January 1, 1959. 


2. Relations Between the USA and the EEC 


The attitude of the Common Market countries toward the 
USA is extremely complex and contradictory. On the one 
hand, all are members of NATO and, consequently, military 
allies of the USA. On the other hand, it cannot be denied 
that there are economic contradictions between the Common 
Market and the USA and that these contradictions are stead- 
ily deepening. The very fact of the formation of the Com- 
mon Market was an expression of the growth and deepening 
of these contradictions. 

As members of NATO the EEC countries are interested 
in preserving their links with the USA to reinforce their 
opposition to the socialist countries. They are interested in 
the economic and military assistance that they are getting 
from the USA and also in maintaining the influx of Amer- 
ican capital that has speeded up their technical and eco- 
nomic progress. They are interested in American support of 
their struggle against their own working people. 

To varying degrees, they want the US military presence. 
But, at the same time, they desire to be their own masters 
and to preserve the possibility of further exploiting their 
colonial possessions. They are set on getting a larger share 
of the world markets and, at the same time, forcing the Amer- 
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ican and British monopolies to give them more room in the 
markets of third countries. They aspire for a larger say in 
the decision of major issues of world politics and military 
strategy and for equal participation in charting NATO policy 
and strategy. 

In short, a sharp struggle is raging in the imperialist bloc 
on many crucial questions of capitalism’s economic and polit- 
ical development. Whether the imperialists preserve the 
unity of their camp or whether that camp disintegrates de- 
pends on many factors. However, it is unquestionable that 
if the threat of a revolutionary explosion mounts they may 
unite more closely, while if that threat relaxes the contra- 
dictions rending them may be aggravated. 

Primarily an economic organisation, the Common Market 
chiefly reflects the economic contradictions between its 
members and the USA. These inherent economic contradic- 
tions undoubtedly may, as they have already done in many 
cases, grow into political contradictions. 

Yet the USA supported the creation of the EEC. It may 
be asked why this support was given when the Common 
Market was clearly directed against the USA? 

The point is that while it had indeed backed the idea of 
European integration the USA had its own plans for this 
integration. It wanted the economic and political integration 
of the whole of Western Europe. The formation of the EEC, 
therefore, did not exactly fall in with its plans. However, 
since that community had been formed the USA had to 
adopt a definite attitude toward it, and inasmuch as the 
EEC participants had publicly declared that their aim was 
to achieve an integrated Europe that would be united polit- 
ically as well, the USA stated its approval of this project, 
noting however that it regarded the proposed community 
only as the beginning of the desired process and expected 
further steps in that direction. The EEC participants like- 
wise expressed the hope that the community would be open 
to countries wishing to join it. 

The US attitude to the EEC on the eve of that commu- 
nity’s establishment may be gauged from an announcement 
published by the US State Department on January 16, 1957 
in connection with a new round of the Brussels talks on the 
formation of the EEC. The announcement underscored the 
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USA’s consistent support of moves to further the “political 
and economic strength and cohesion of Western Europe 
within an expanding Atlantic community”.* While welcom- 
ing the formation of the Common Market and the Free Trade 
Area, the USA expressed its apprehension that there might 
be barriers to American exports. The announcement stated 
that in Washington note had been taken of the assurance 
that it was the intention of the Common Market countries 
to expand trade not only with each other but also with other 
countries. Further, in the announcement it was stressed that 
the USA would take a special interest in the Rome Treaty 
provisions that bore on agriculture and import controls affect- 
ing dollar goods. The hope was expressed that the im- 
port quotas would be consistent with the provisions of the 
General Agreement on Tariffs and Trade, which allowed 
such quotas only for countries that were short of foreign ex- 
change. Thus, despite its support for the plans for European 
integration the USA did not forget its own commercial inter- 
ests. 

The Common Market was set up in a situation that was 
quite different from the situation that obtained when the 
Organisation for European Economic Co-operation was 
formed. Whereas the latter was created due, to some extent, 
to pressure from the USA, this cannot be said of the EEC. 
The establishment of the OEEC was a condition for the 
granting of Marshall Plan aid, which was vital to the West 
European countries at the time. The OEEC united 16 West 
European countries, but, contrary to expectations, it did not 
give American capital an open door and equal opportunity 
in Western Europe. 

The idea of setting up a Common Market was mooted when 
many West European countries had exceeded the pre-war 
level of industrial output by 50-100 per cent, expanded their 
foreign trade and no longer experienced a dollar shortage. 
They had grown stronger economically to the extent where 
they were prepared to compete effectively with the US mo- 
nopolies. 

That, writes the British historian Max Beloff, was why the 


plans for setting up the EEC made Government circles in the 


* The New York Times, January 16, 1957, p. 40. 
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USA study the possible effects of the EEC on the trading 
position of the United States. Beloff is of the opinion that 
the estimate of the situation was basically correct but they 
“could not, of course, foresee the acceleration of the pro- 
gramme of tariff reductions between the countries of the 
Common Market, nor the fact that the United States would 
contemporaneously run into serious balance-of-payments 
difficulties”’.* 

An economic recession hit the USA in 1958 when the 
Treaty of Rome had come into force. This gave rise to fairly 
vigorous criticism of the EEC, but the attitude of the US 
ruling circles remained favourable. These circles assumed 
that the movement of agricultural goods would be regulated 
by GATT. Since the USA, Britain and the Common Market 
were responsible for 90 per cent of the world’s trade in in- 
dustrial goods, they concluded that the “regional approach” 
(EEC) and the “American commitment to multilateralism’’** 
could be reconciled. 

However, it did not prove simple for the USA to adopt 
a clear-cut attitude to the EEC. As the American monopolies 
saw it, the EEC could benefit them in some ways but it could 
also spell out difficulties for them. 

After the EEC was set up the attitude of the US monopo- 
lies to it was mirrored in a survey published in 1959 by the 
US Research and Policy Committee under the heading The 
ei Common Market and Its Meaning to the United 

tates. 

This committee is composed of representatives of leading 
American monopolies heavily oriented toward external mar- 
kets, while its advisors are prominent scientists, university 
professors and representatives of intelligence agencies and 
state institutions. 

In 1959 the committee assessed the EEC as follows: “The 
European Economic Community is one of the most important 
undertakings of the twentieth century and its establishment 
could be a watershed event in history. It could be the first 
step in a major new advance toward freer economic exchange, 
or it could be a step toward the creation of new regional bar- 


* Max Beloff, op. cit., p. 91. 
** Ibid., p. 92. 
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riers more dangerous and more durable than present bar- 
riers.” 

What were the Common Market countries planning? 
Would the EEC decide on an expansion of trade or on trade 
discrimination? These questions worried the American mo- 
nopolies and, depending on how the Common Market acted, 
they would have to work out their own guidelines. In the 
above-mentioned survey it is stated: “The main question 
about the Common Market as it may affect the rest of the 
world is this: assuming that the provisions of the treaty gov- 
erning the economic relations among the Six will improve 
economic integration among them, how can their external 
relations be arranged so as to promote rather than impede 
mutually beneficial economic intercourse?”** 

The American monopolies wanted to see the Common 
Market facilitate, not obstruct free trade. If the Common 
Market customs tariffs relative to third countries remained 
unchanged, while among the Six they were annulled this 
would signify serious discrimination against American ex- 
ports and would impede free trade. After the Second World 
War free commercial intercourse had for a number of years 
been the objective of the American monopolies, which re- 
garded open exchange as the best principle “for the guidance 
of international economic policy, and most of all for the 
guidance of the United States”.*** 

It soon became apparent that further unfavourable con- 
sequences to US imperialist interests had sprung from the 
formation of the Common Market. Western Europe found 
itself divided into two economic blocs. 


3. Western Europe’s Split into Two Economic Blocs. 
Reaction to This Split in the USA 


While the talks on the formation of the EEC were still 
in progress the ruling circles in Britain realised that the 
Common Market might be prejudicial to British foreign 


* The European Common Market and Its Meaning to the United 


States, New York, Toronto, London, 1959, p. 11. 
** Thid., p. 13. 
*** Thid., p. 26. 
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trade. However, they felt that Britain’s membership of the 
community might seriously jeopardise her economic and po- 
litical interests. With a large empire scattered over the world 
Britain stuck to her traditional policy of avoiding lasting 
alliances with the continental states and, by playing on the 
contradictions between them, acting the part of an umpire. 

Britain’s entry into the EEC would signify the surrender 
of the preferences in her trade with the Commonwealth coun- 
tries. Imports from the EEC members and associated coun- 
tries and territories (grain and other farm produce from 
France and the Netherlands, tropical products from the 
French colonies) would then have easier access to the British 
market than goods from the Commonwealth states. 

Moreover, considerable damage would have been inflicted 
on British agriculture. It must be borne in mind that in 
Britain agriculture receives subsidies for agrotechnical im- 
provements (the subsidies take the form of price increments 
to a guaranteed level). Farmers sell their produce at the 
prevailing market prices but, as a rule, the guaranteed prices 
are higher than the prices in the free market. The Govern- 
ment therefore pays farmers the difference between the 
market and the guaranteed prices. The subsidies to farmers 
amount to over one-third of their total incomes. If Britain 
joined the EEC she would have had to halt the subsidies to 
her farmers. 

In November 1956, guided by these considerations, Britain 
proposed that instead of setting up the EEC all the OEEC 
countries should join to form a Free Trade Area. This pro- 
posal envisaged the gradual abolition of customs tariffs in 
the trade between the 18 OEEC countries without the estab- 
lishment of a uniform tariff; the right of the member states 
to set up external tariffs for third countries at their own 
discretion; the exclusion of farm produce from tariff-free 
movement; colonies and dependent territories of the member 
states would not be included in the area; each country would 
mould its relations with its colonies and dependent territo- 
ries at its own discretion. 

The British monopolies were interested in the markets of 
continental Europe. Post-war industrial growth was faster 
in continental Europe than in Britain and this created the 
possibility of enlarging the European market for British 
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machinery and also for raw materials from the British colo- 
nies and Dominions. The British monopolies were therefore 
eager to have the largest possible Free Trade Area in Western 
Europe and, at the same time, retain their privileges in the 
trade with the Commonwealth. 

In the organisation of the Common Market one of the 
major principles was the free movement of capital and 
labour, but this would not have dovetailed with the interests 
of the British monopolies. After the Second World War 
Britain pursued a policy of encouraging the export of capi- 
tal chiefly to her colonies and Dominions. To this end there 
were currency controls. In the event Britain joined the Com- 
mon Market part of this capital would be diverted to the 
EEC member states, which would, of course, be inconsistent 
with the traditional policy of regulating the export of capi- 
tal by the leading British monopolies. 

Further, if Britain joined the EEC France and the FRG 
would demand the benefits of British imperial preferences 
for all the members of the Common Market. They would 
not reconcile themselves to Britain enjoying the benefits of 
free trade within the community while retaining the bene- 
fits received by her in the Commonwealth and thereby prov- 
ing to be in a more advantageous position than the other EEC 
members. Thus, in opposition to the British project for a 
Free Trade Area in Europe, the EEC countries, notably 
France, pressed for the realisation of their plans for setting 
up a highly protectionist free trade area. 

The economic contradictions between the British monop- 
olies and the monopolies of the principal continental powers 
proved to be insurmountable. The talks that were started 
between Britain and the Common Market Six in October 
1957 were discontinued in November 1958. Britain set about 
forming the European Free Trade Association. 

The treaty establishing that Association was signed in 
Stockholm on November 20, 1959. The EFTA consisted of 
Britain, Sweden, Norway, Denmark, Portugal, Austria and 
Switzerland. These countries decided gradually (within the 
ten-year period from 1960 to 1970) to abolish tariffs and 
the import quotas on manufactured goods in their commer- 
cial dealings with each other. But unlike the Common Market, 
the European Free Trade Association allowed its members 
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to set up tariffs independently relative to third countries. The 
terms of the treaty did not provide for the free movement 
of labour and capital or for supra-national agencies for the 
implementation of the Association’s aims. With respect to 
trade in farm produce and in fish and other marine products 
the Association’s members could conclude special agreements 
with each other. 

Thus, instead of being integrated, Western Europe was 
divided into two economic blocs. The imperialist camp found 
itself split and facing extremely serious economic and polit- 
ical problems. 

Let us briefly examine how relations shaped out between 
these economic blocs of capitalist countries. 

Britain took the initiative in forming the European Free 
Trade Association chiefly to pressure the Common Market 
and secure the realisation of her plan for the creation of a 
large Free Trade Area embracing the whole of Western 
Europe. However, this calculation misfired. The EFTA did 
not prove to be an effective means of pressuring the Common 
Market. This may be illustrated with some comparative sta- 
tistics. 

The Common Market countries had almost twice the pop- 
ulation of the EFTA zone (170 million and 90 million re- 
spectively). In 1960 the EEC accounted for 21 per cent of 
the world’s industrial output, while the EFTA contributed 
only 13 per cent. That same year exports totalled $30,000 
million from the EEC and $18,000 million from the EFTA. 
The EEC exceeded the EFTA 60 per cent in exports and 
30 per cent in imports. Steel output was 73 million tons in 
the EEC and 32 million tons in the EFTA. 

The EEC countries, in the main, conducted a balanced 
foreign trade; the EFTA countries showed a deficit that 
reached £2,000 million. The EFTA countries were less com- 
mitted to each other than the EEC member states. Even 
Britain was more interested in trade with the Common 
Market than with her EFTA partners. For instance, 17.3 per 
cent of the British exports went to the EEC and only 12.7 
per cent to the EFTA. Britain received 15.4 per cent of her 
imports from the EEC and 12.6 per cent from the EFTA. 
The EFTA increased the market for British goods by 37 
million people; the EEC would have enlarged it by 170 
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million. In the EEC there were three large countries; in 
the EFTA only one—Britain. In short, Britain failed to 
pressure the EEC and compel the continental countries to 
set up a broad European Free Trade Area. More, the EEC 
decided to bring the Treaty of Rome into force earlier, as 
of 1961. In May 1960 the EEC Council of Ministers resolved 
to bring the Common Market internal trade tariffs down by 
40-50 per cent (instead of by 30 per cent as stipulated in the 
treaty) by 1962; to remove import quotas; to abolish customs 
tariffs entirely at the second stage of the transition period, 
i.e., by 1966 (by that year under the terms of the treaty the 
tariffs were to be lowered by 60 per cent); to hasten the 
establishment of a common external tariff. 

In fulfilment of these decisions the Common Market in- 
ternal tariffs on manufactured goods were lowered by 50 
per cent on July 1, 1962 and by 60 per cent on July 1, 1963 
as compared with the level on January 1, 1957. 

On farm produce the tariffs were cut by 35 per cent. The 
import quotas for manufactured goods were lifted almosz 
entirely in 1962. By the beginning of 1963 there were import 
quotas only for oil and oil products. 

However, the pre-schedule lowering of tariffs in the Com- 
mon Market involved a struggle between the member states. 
To protect some industries that were unable to compete with 
similar industries in the other member states France, Italy 
and Belgium instituted an internal surcharge on imported 
goods. The question of empowering the Government to in- 
stitute surcharges as an indirect way of restricting imports 
was discussed in the FRG Bundestag. Sharp differences 
flared up also over the question of tariff quotas. For example, 
in exchange for raising its tariffs to the level of the common 
external tariff the FRG demanded quotas for the tariff- 
free import of aluminium, newsprint, turpentine and some 
other vital commodities. France, supported by Italy and 
partially by Belgium, objected to this, considering such 
measures temporary and permissible only in the transition 
period. 

In January 1962 partial agreement was reached among 
the EEC member states on a common policy in trade in farm 
produce. On July 30, 1962 the customs tariffs and import 
quotas for cereals, pork, poultry and eggs were abolished 
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and replaced with so-called compensation dues. Also abol- 
ished were the import quotas for vegetables and fruits. 
However the EEC countries failed to reach agreement on 
a key problem such as a uniform price level for cereals. 

Compensation dues on farm produce imports from third 
countries are higher than on similar imports from EEC 
member states. More favourable conditions were thus created 
for the export of this produce by the Common Market coun- 
tries. This policy caused friction with third exporters of farm 
produce, primarily with the USA. 

On the question of a common trade policy toward third 
countries the EEC Council of Ministers adopted an action 
programme in July 1962 calling for uniform lists of imports 
to which customs tariffs or import quotas would not be ap- 
plicable. Further, the programme envisaged the abolition of 
discrimination in trade with the OEEC countries and the 
dollar zone. Relative to socialist countries the programme 
prescribed rigid discriminatory measures. 

The EFTA countries reciprocally reduced tariffs. By the 
beginning of 1963 the foreign trade tariffs had been cut 
by 50 per cent of the level on January 1, 1960. However, 
in practice, this lowering of tariffs was not so much to give 
an incentive to trade as to facilitate future accession to the 
EEC. An agreement on EEC membership was sought by the 
EFTA countries as soon as they had formed their group. 
In May 1960 they expressed their readiness to begin talks 
with the Common Market, but nothing came of these 
talks. 

While Britain was negotiating with the Common Market 
the USA did not remain passive. It backed the British pro- 
ject for a European Free Trade Area but was apprehensive 
that the talks between Britain and the Common Market 
might adversely affect the situation in Western Europe and 
in NATO. At a sitting of the Maudling Committee in 
February 1958, i.e., before the European Free Trade As- 
sociation was set up, the American observer declared that 
the US Government hoped Britain’s negotiations with the 
EEC would be successful and warned that a split in Europe 
would make the renewal of the 1934 Trade Agreements Act 
by Congress more difficult. However, when it became appar- 
ent that these negotiations had failed, the American ob- 
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server refused to act as mediator between France and Britain 
in order to avert a final split.* 

The British sponsored seven-nation Free Trade Area in 
Western Europe, formed as a counterbalance to the EEC, was 
not politically attractive to the USA, which regarded the 
EEC as the first step toward the political integration of 
Western Europe. Therefore, when the split had become an 
accomplished fact, the USA showed a preference for the 
EEC, hoping to use it as the vehicle for speeding up Western 
Europe’s political integration. This attitude still further 
lessened the EFTA’s significance and predetermined its 
defeat in the struggle with the EEC. 

The USA regarded Western Europe’s integration as the 
means of strengthening American leadership and as a con- 
tribution by the West European countries to the economic 
and political might of the “free world”. Although the Com- 
mon Market of six countries did not quite conform to the 
American idea of European integration, it favoured the 
EEC’s formation, counting on gradually enlarging it and in 
time achieving its cherished aim. 

Western Europe’s division into two economic blocs threat- 
ened to split the imperialist camp politically. More, there 
was the danger that the imperialist military bloc—NATO— 
would crumble. This menaced all the ambitious plans of US 
imperialism for world supremacy. Hitherto the USA’s 
economic supremacy and the leading role of US imperialism 
were not disputed in the capitalist world. The creation of 
the Common Market signified that the European monopolies 
had thrown down the gauntlet to the US monopolies and had 
actively entered the struggle for external markets. US impe- 
rialism’s economic interests were thus jeopardised, but polit- 
ical interests demanded that it support European integration. 
Of the two blocs the USA favoured the EEC, i.e., the bloc 
that was more dangerous to it economically. 

This choice was dictated by purely political considerations, 
namely, by the policy of Franco-German conciliation that 
had been pursued by the US ruling circles since 1947 in order 
to cement the aggressive NATO bloc, which they hoped to 
use as the vehicle for establishing American domination in 


* Max Beloff, op. cit., p. 93. 
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Western Europe and as the weapon for preparing aggression 
against the USSR and other countries of the socialist com- 
munity. 

Moreover, even from the angle of economic interests the 
USA did not favour Britain’s integration with the EEC, for 
that would have given the Commonwealth countries a pref- 
erential market in Europe at the expense of American farmers. 
The USA feared that if the two blocs merged there would be 
more discrimination against it but, at the same time, it did 
not want a trade war between them or a split in Western 
Europe and NATO. 

In Britain it was soon realised that the hopes she had 
pinned on the EFTA had not justified themselves. Neither 
Britain nor the EFTA as a whole had succeeded in compelling 
the EEC to seek a merger on the former’s terms. Meanwhile, 
many economic factors had intensified the need for integra- 
tion with the EEC. First, the establishment of a uniform 
external tariff in the EEC could seriously affect British indus- 
trial exports, 25 per cent of which went to the Common 
Market. Second, trade with the Commonwealth countries was 
gradually diminishing and Britain’s political and economic 
links with the countries of her former empire were steadily 
growing weaker. Third, the USA’s political support for the 
Common Market had still further complicated Britain’s posi- 
tion, and this brought with it the realisation that Britain was 
ceasing to be a privileged ally of the USA. 

For example, George Lichtheim writes that the picture 
was radically altered when it was discovered that the Amer- 
icans increasingly sought partnership not with “Europe plus 
Britain” but with “Europe including Britain”.* These consid- 
erations compelled the British Government to renew the 
negotiations on Britain’s membership of the EEC. 

In April 1961 the British Prime Minister Harold Mac- 
millan had a meeting with the US President John F. Ken- 
nedy and discussed with him the possibility of Britain’s entry 
into the Common Market. Macmillan tried to ascertain how 
Britain’s entry into the EEC would affect the “special rela- 


tions between Britain and the USA”, having in mind that 


* George Lichtheim, Europe and America. The Future of the Atlantic 
Community, London, 1963, p. 61. 
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at the time these were the only nuclear powers in the capi- 
talist world. Thus, from the very beginning the question of 
Britain’s membership of the Common Market was considered 
not only from the economic but also from the military and 
political angle. Kennedy approved Britain’s intention of re- 
suming negotiations with the EEC. Before returning to Britain 
Macmillan hinted in a speech at the Massachusetts Institute 
of Technology that Britain was planning to renew talks with 
the EEC. Now it was no longer a question of replacing the 
Common Market with a Free Trade Area but of Britain’s own 
entry into the economic community of six continental states 
as a rank-and-file member. 

A violent struggle resumed over this issue among the Brit- 
ish ruling circles. The big monopolies urged Britain’s entry 
into the EEC, while the representatives of some industries 
and of agriculture were opposed to this step. 

The decision was made by the big monopolies. On 
July 15, 1961 the Grand Council of the Federation of British 
Industries adopted a resolution accepting the idea of a com- 
mon European tariff and even acknowledged the possibility 
of Britain losing the existing preferences in the Common- 
wealth markets.* 

The journal The Economist wrote in justification that an 
enlarged European union might “lead in turn to an Atlantic 
union”.** The Economist had also pointed out that if Britain 
“finds no place in the new European structure” her “voice 
seems destined to become increasingly plaintive and unheard, 
in America as elsewhere”.*** 

Britain’s decision to seek EEC membership was painfully 
received by Canada, Australia, New Zealand and other 
Commonwealth countries that feared a deterioration of the 
conditions for their access to the British market. Some British 
economists likewise considered this an undesirable develop- 
ment. They believed that if the plan for an Atlantic com- 
munity were effectuated and a large free trade market were 
set up Britain could “turn her back on the continent” and 
return to her traditional role of arbiter of European affairs. 
But the plan for an Atlantic community did not go beyond 

* The Economist, July 22, 1961, p. 317. 


** Tbid., August 5, 1961, p. 524. 
*“* Thid., July 22, 1961, p. 317. 
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the blueprint stage, while life was demanding an answer to 
vital questions of economic and foreign policy. 

In July 1961 the question was raised for discussion in Par- 
liament, where Macmillan spoke in favour of EEC member- 
ship. The resolution passed by the British Parliament did 
not contain a clear-cut decision, but expressed agreement to 
the talks so that it could be ascertained if the treaty could 
take the interests of Britain, the Commonwealth and the 
European Free Trade Association into account.* 

On August 10, 1961 the British Government applied for 
membership of the EEC. On the same day this step was wel- 
comed by President Kennedy on behalf of the US Govern- 
ment. 

In its application the British Government formally ex- 
pressed its acceptance of the basic terms of the Treaty of 
Rome, but, in keeping with the Parliament resolution and 
desiring to protect its special interests and also those of the 
countries of the Commonwealth and the EFTA, tried to 
secure some major concessions. 

Britain’s attitude was stated clearly by the Lord Privy 
Seal Edward Heath, who headed the British delegation in the 
negotiations with the EEC in October 1961 (in 1965 Heath 
was elected leader of the Conservative Party). 

On behalf of the British Government Heath declared that 
he accepted without qualification the objectives laid down 
in the Treaty of Rome, including the elimination of internal 
tariffs, a common customs tariff, a common commercial policy 
and a common agricultural policy.** As regards the special 
problems put forward by the British Government, he said 
that it should be possible to deal with them by means of pro- 
tocols without amending the text of the Treaty of Rome. 
Further, Heath stated that at the appropriate moment, after 
Britain had become a member of the EEC, talks could be 
started on her membership of the European Coal and Steel 
Community and of the European Atomic Energy Community. 

Heath spoke in detail of the three basic problems that 


* The Economist, August 5, 1961, p. 523. 

** The United Kingdom and the European Economic Community. 
Text of the Statement Made by the Lord Privy Seal at the Meeting with 
Ministers of Member States of the European Economic Community at 
Paris on October 10, 1961, London, November 1961. 
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Britain had put forward as the special conditions for her 
membership of the EEC. These problems were Common- 
wealth trade, United Kingdom agriculture and arrangements 
for Britain’s partners in the European Free Trade Associa- 
tion. 

Commonwealth trade was of the utmost significance to the 
economic development of the Commonwealth countries and, 
as Heath pointed out, “Britain could not join the EEC under 
conditions in which this trade connection was cut with grave 
loss and even ruin for some of the Commonwealth coun- 
tries’.* For example, Britain received 56 per cent of the 
exports from New Zealand, roughly 30 per cent from Aus- 
tralia, India and Ceylon, 51 per cent from Nigeria, 70 per 
cent from Sierra Leone and 82 per cent from Mauritius. 
Heath suggested that with regard to some Commonwealth 
countries the problem should be solved by means of associa- 
tion with the EEC, while in the case of countries for which 
association with the EEC was, for various reasons, impossible 
they should be allowed to preserve their access to the British 
market. Further, he suggested that if necessary this problem 
should be resolved not entirely but for certain groups of com- 
modities. He named the main groups: tropical products, ma- 
terials, manufactures and temperate foodstuffs. With regard 
to these goods Heath suggested that Commonwealth coun- 
tries not connected with the EEC should be granted free entry 
into the British market or that ‘‘a zero, or very low, level for 
the common tariff” should be fixed.** 

As we have mentioned, Britain’s entry into the EEC would 
mean the cessation of subsidies to British farmers and, con- 
sequently, a rise of the prices of foodstuffs in Britain. Heath 
requested that the transition period for Britain should be 
extended to 12-15 years after her entry into the EEC to allow 
her agriculture to adapt itself to the new conditions. 

Lastly, Heath raised the question of the EFTA countries, 
to whom Britain had certain commitments, saying that “as 
many of our EFTA partners” as might wish to become 
members should be admitted to the EEC.*** 


* Tbid., p. 8. 
** Thid., p. 10. 
** Thid., p. 16. 
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Britain’s talks with the EEC continued until the close of 
January 1963 and ended without result. The Common Mar- 
ket was not enlarged. Britain was denied membership of 
the EEC. France was the main opponent to British 
entry but she was not the only cause of the failure of the 
talks. 

In January 1963, i.c., when the negotiations entered a 
deadlock, the journal L’Usine nouvelle, mouthpiece of French 
monopoly capital, printed a summary of the problems dis- 
cussed at the talks and characterised the attitude of the sides, 
from which it was evident that “no satisfactory decisions were 
adopted” on all the main issues.* 

However, the Western, above all the British, press sought 
to give public opinion the impression that the differences 
which had come up at the negotiations were of no significance 
and that the question of Britain’s admission to the EEC would 
be decided favourably. On this calculation the British and 
US governments planned some important steps. But these 
plans burst like a soap bubble. The collapse of the negotia- 
tions was much too much of a shock to the advocates of 
British membership of the EEC. Somebody had to be blamed. 
The British politicians and political observers saw the reason 
of the failure in political motivations and put the blame for 
everything on France and, in particular, on her President 
General de Gaulle. 

Indeed, in the negotiations with Britain an important, 
perhaps the key, role was played by France, and it is also 
true that political motivations likewise had to do with it, 
but it is a fact that the decision came not only from France. 
In early March 1963 an EEC Commission published a 
report on the reasons for the failure of the negotiations with 
Britain, and from that report it is obvious that France was not 
solely responsible for the brush off received by Britain. In the 
report it is stated that British propaganda had had no grounds 
for asserting that agreement had been reached on all issues: 
there had been considerably more points of disagreement 
than agreement. 

The principal reason for the failure lay in the deep-rooted 


economic contradictions between Britain and the EEC. In 


* DUsine nouvelle, January 24, 1963. 
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order to understand how serious these contradictions were 
we must examine the US attitude to the talks. 

It will be recalled that at his meeting with Macmillan in 
April 1961 Kennedy approved the idea of Britain joining 
the Common Market. The USA not only supported this idea 
but linked important economic and political plans with its 
realisation. 

It should be borne in mind that a uniform Common Market 
external tariff threatened American exports, particularly farm 
exports, to the EEC countries. The USA was therefore deter- 
mined to secure a substantial reduction of this tariff. How- 
ever, it had always been opposed also to Britain’s preferences 
in the Commonwealth markets. By supporting Britain’s appli- 
cation for Common Market membership the USA pursued a 
dual purpose. It felt that through Britain it would be easier to 
secure a reduction of the Common Market tariff and that the 
EEC could be instrumental in abolishing the privileges en- 
joyed by the Commonwealth countries in the British market. 
While backing Britain’s application for EEC membership the 
USA was opposed to the granting of commercial privileges 
in the Common Market for farm produce from the Common- 
wealth countries. 

In the matter of Britain’s entry into the EEC the political 
motivations of US imperialism were that it wanted to end the 
split in the imperialist camp and preserve the USA’s lead- 
ing role in the capitalist world. These were interrelated prob- 
lems. Capitalist Europe’s division into two blocs not only 
weakened the imperialist camp but called in question US 
imperialism’s leadership of the capitalist world’s affairs. 
Britain would be followed into the Common Market by some 
other countries, notably Norway and Denmark, who were 
members of NATO. Assessing this prospect the journal 
Perspective économique wrote in February 1962: ““The West 
would thus become a vast free trade area in which the Europe 
of the Six would be submerged.”* The journal added that 
nothing would then remain of the initial aims of the Rome 
Treaty, i.e., of the economic community protected from the 
rest of the world by a customs barrier. 


* Perspective économique No. 284, February 15, 1962. 
12—1367 
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The journal wrote that many circles were awaiting this 
destruction of the EEC because they feared “the prospect of 
European integration, for they were aware that having real- 
ised its significance, that it had the moral, intellectual, indus- 
trial and financial strength, an integrated Europe would take 
over the leadership of world affairs and that this would 
necessitate a general revision, a certain lowering of the living 
standard and the reduction of some claims”.* ‘That was the 
crux of the matter: it was not only a question of whether Brit- 
ain became a member of the Common Market but also a ques- 
tion of who would assume the leadership of world affairs. 
The Common Market was a challenge to the USA’s claims 
to world supremacy and a demand for a general revision of 
the capitalist world’s post-war balance of strength founded 
on US leadership. The USA wanted to neutralise this EEC 
challenge by enlarging the Common Market, which, as the 
journal points, would mean the “submersion of the Europe 
of the Six”. 

The political interests of the participants in the negotiations 
had yet another angle: this was the question of European 
nuclear weapons. France’s attitude to this question, in the 
light of the talks that were taking place on Britain’s mem- 
bership of the EEC, was described as follows on March 17, 
1962 by the journal Entreprise: the British saw in the Com- 
mon Market the means of giving their economy the impetus 
it had lost long ago. The British Exchequer had acknowl- 
edged that the pound sterling would benefit by Britain’s 
membership of the Common Market, for this could strengthen 
the pound’s position as an international currency. The British 
were trying to jockey themselves into a position where they 
would be linked economically with Europe and have political 
privileges with regard to it. Britain had a nuclear force and 
was planning to enlarge it. She was a privileged partner of 
the USA and the only country that did not come under the 
operation of the MacMahon Act, under which the US Gov- 
ernment could give no classified information on nuclear 
weapons to its allies. De Gaulle wanted Britain to agree to a 
joint defence arrangement. He was eager to build up power- 
ful European nuclear defences, and stipulated that if Britain 


* Perspective économique No. 284, February 15, 1962. 
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joined the EEC she would have to participate in these de- 
fences. He made this stipulation in order to force Britain 
to choose between the position of a privileged partner of 
the USA or an open partner of the European Economic Com- 
munity. If Britain refused to take this step France would 
erect innumerable barriers to her entry into the EEC. On the 
other hand, if, against all expectations, Britain showed she 
was prepared to make her contribution in the form of nuclear 
military know-how, the economic doors would be opened to 
her.* 

At a press conference on January 14, 1963 de Gaulle stated, 
in more diplomatic language, the reasons why France was 
opposed to Britain’s membership of the EEC, but in effect 
gave the same arguments that had been offered a year before 
by the above-mentioned journal.** 

He rather categorically demanded the inclusion of French 
agriculture in the Common Market. “We cannot and do not 
wish to conceive of a Common Market in which French 
agriculture would have no outlet for its produce,” he declared. 
Touching on the talks with Britain, he said that she was 
trying “to pressure the Six in order to impede the genuine 
application of the Common Market”. She had set up the 
European Free Trade Association. Now she was requesting 
admission to the Common Market but “‘on terms that she is 
herself making”. “It must be appreciated,” he went on to 
say, ‘that the entry first of Great Britain and then of other 
countries would entirely change the operation of all the agree- 
ments, and the system of compensations and rules that have 
already been worked out by the Six because these countries, 
like Britain, have important specifics of their own. It would 
then be necessary to consider the question of setting up anoth- 
er Common Market, but that market, which would embrace 
11 and then 13, and then perhaps 18 countries, would no 
longer resemble the market created by the Six.”*** Such a 
market, de Gaulle believed, would be short-lived. In the long 
run there might appear a colossal Atlantic community de- 
pendent on and directed by the Americans, and it would 
speedily swallow the European community. “This is not at 


* Entreprise No. 341, March 17, 1962, p. 9. 
** Le Monde, January 16, 1963. 
*** Thid. 
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all what France wants or what she is working for,” de 
Gaulle stated. He touched also on the question of West 
European defence and urged the creation of own nuclear 
forces that would not depend on the USA. 

De Gaulle did not, as was asserted in the journal Entre- 
prise, accentuate the question of Britain participating in a 
European nuclear force. He did not promise to open the 
economic doors to her if she agreed to include her nuclear 
potential in the European defence system and he did not 
put her before the choice of renouncing her special relations 
with the USA or of abandoning her hope of being admitted 
to the Common Market. But that was essentially how the 
question stood. 

De Gaulle’s statement laid bare the depth of the economic, 
military and political contradictions between the Common 
Market Six and Britain (and also the USA). This predeter- 
mined the discontinuation two weeks later of the talks on 
enlarging the community by admitting Britain and some of 
her EFTA partners. At a meeting of the EEC Council of 
Ministers in Brussels the French Foreign Minister Maurice 
Couve de Murville, with the approval of the French Govern- 
ment, spoke against admitting Britain to the Common Market. 

The failure of the negotiations on Britain’s entry into the 
EEC ended a phase of the inter-imperialist struggle, a phase 
during which efforts were made to form an economically in- 
tegrated Europe bound to the USA by close economic, polit- 
ical and military ties and, naturally, accepting US leader- 
ship. The creation of such a Europe and of such relations with 
it had long been the dream and objective of US imperialism’s 
post-war policy. A united imperialist camp under the unchal- 
lenged leadership of the USA would have facilitated the 
struggle against the socialist camp. A split hindered that 
struggle. Nothing came of all the efforts to form an integra- 
ted Europe as the first step toward unity in the imperialist 
camp. The billions of dollars spent to achieve that goal did 
not yield the expected results. 

However, this did not end the drive for broader integration 
in the imperialist camp. While Britain was negotiating mem- 
bership of the EEC the US imperialists started a large-scale 
campaign for the creation of an Atlantic community and they 
regarded Britain’s entry into the EEC as a vital diplomatic 
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move toward such a community. Of course, the fact that Brit- 
ain failed to enter the EEC made it difficult to carry out 
the plan of forming an Atlantic community. We shall return 
to this subject. 


4. Some Questions of State-Monopoly Capitalism 
in Connection with the Promotion of European Integration 


For Marxists-Leninists it is indisputable that  state- 
monopoly capitalism was brought to life by the growth of 
monopolies. 

In analysing monopoly capitalism Lenin saw its distinctive 
characteristic in the fact that imperialism was aspiring for 
total monopoly, i.e., for domination of the world market. 
He noted that the development of imperialism—the establish- 
ment of monopoly rule that expressed its economic substance; 
the striving of the monopolies to remove rivals and achieve 
world supremacy, this being the content of imperialist policy; 
and imperialist war as the continuation of that policy—was 
logically and historically linked with and mirrored a single, 
law-governed process of development. The forms of the rule 
of monopoly capital changed in the process of its develop- 
ment, which witnessed the growth of monopoly capitalism 
into state-monopoly capitalism. What is qualitatively new in 
this development? In Imperialism, the Highest Stage of Cap- 
italism Lenin wrote, quoting the admission of German econ- 
omists: ““We see plainly here how private and state monop- 
olies are interwoven in the epoch of finance capital; how 
both are but separate links in the imperialist struggle between 
the big monopolists for the division of the world.”* In an 
analysis of this development in an article headed War and 
Revolution Lenin advanced a postulate that later underlay 
the classic formula of the substance of state-monopoly capi- 
talism in the Programme of the CPSU. The combining of 
the strength of the monopolies with the strength of the state 
in a single mechanism was the qualitatively new element in 
the development of monopoly capitalism, in its growth into 
state-monopoly capitalism. However, as a system based on 


* V. I. Lenin, Collected Works, Vol. 22, p. 251. 
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private ownership of the means of production and on the 
exploitation of man by man, the essence of capitalism does 
not change under state-monopoly capitalism. More, its salient 
feature is that by combining the strength of the state with the 
strength of the monopolies in a single mechanism it creates a 
powerful weapon for the economic and political dictatorship 
of monopoly capital. 

Of course, even under these conditions the bourgeois state 
preserves a certain measure of independence with regard to 
various monopolies or groups of monopoly capital. As a 
weapon of the dictatorship of the monopoly bourgeoisie, the 
state is—dependent on concrete conditions—at various times 
closer linked with different groups of monopoly capital. At 
the present phase of economic expansion and of the arms 
race the closest ties with the apparatus of state power are 
maintained by the monopolies controlling the military-indus- 
trial complex and engaged in big business abroad: export of 
capital, foreign trade, and military and economic aid. 

Under monopoly domination, to say nothing of state-mo- 
nopoly capitalism, even a simple pursuit of profits is incon- 
ceivable without the implementation of a definite policy by 
the state. In pre-monopoly times the capitalist manufactured 
and marketed goods and the sale of these goods brought him 
an average or even a maximum profit if he used more up-to- 
date machinery. In the epoch of imperialism it is not enough 
to own capital to obtain maximum, much less, monopoly 
profits. The monopolies aspire to seize all the sources of raw 
material, dominate the markets and eliminate competitors 
from investment areas. None of these objectives can be 
achieved without aid from the state, without a definite policy 
on the part of the given state. 

The scale of the operations of the monopolies spread to 
the whole capitalist world, which found itself divided terri- 
torially between the major imperialist powers and economi- 
cally between the largest international monopolies. 

Under these conditions the struggle for a redivision of 
spheres of influence and of spheres of investment, the strug- 
gle for extending the area of domination reaches the scale 
of a struggle between giants, who use all their available 
economic, political and military means. This inevitably 
leads to the merging of the gigantic strength of the mono- 
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polies with the gigantic strength of the state characterising 
the essence of state-monopoly capitalism and enabling big 
capital to eliminate its weaker rivals. 

After the First World War there was a certain weakening 
of the role played by the state in the economy of the capi- 
talist countries. It is symptomatic that after the Second World 
War there was an intensification of state-monopoly trends. 
In particular, a form of state-monopoly capitalism like state 
ownership continued to make headway, especially as a result 
of the nationalisation of some key industries in the Euro- 
pean capitalist countries. This sprang from the radical change 
in the international situation following the two world 
wars. 

During the first fifteen years after the First World War 
there was practically no question of another major war. But 
when the nazis came to power in Germany, German impe- 
rialism began to prepare actively for another round of the 
struggle for world supremacy. 

A different situation arose after the Second World War. 
There had hardly been a peace pause that would have com- 
pelled the imperialist rulers to relax the role of the state in 
the economic life of their countries. 

During World War II world supremacy was sought not 
only by nazi Germany but also by the USA. Although for a 
time the USA became the leading power in the capitalist camp 
it was unable to give effect to its plans for world domination. 
That was why as soon as the war ended the USA began plan- 
ning to achieve its aggressive designs by military means. This 
circumstance was one of the vital factors speeding up the 
development of state-monopoly capitalism in the post-war 
period. 

The development of European integration gave rise to 
the question of its impact on the development of state-mo- 
nopoly capitalism in two areas: first, within the framework 
of individual states and, second, on an inter-state scale. 
Further, the forces of progress in the West European count- 
ries raised the question of a democratic alternative to 
state-monopoly capitalism under conditions of European 
integration. 

The question of the impact of economic integration on the 
development of state-monopoly capitalism must be ap- 
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proached dialectically. This is an intricate, many-faceted 
process actuated not by a unilateral influence but by interac- 
tion and reciprocal impulses. 

In certain respects European integration is a new phase 
of the development of state-monopoly capitalism marked by 
the growth of a trend toward the regulation of the economy 
and the division of markets by agreements not only among 
individual monopolies but also between states. The entire 
economy of the participating countries is drawn into such 
integration agreements, this being possible only at a definite 
and very high level of development of state-monopoly capital- 
ism. In its turn integration influences the further expansion 
of state-monopoly trends, subordinating the entire economy 
of the given country. 

In the process of European integration many factors un- 
doubtedly facilitate the further development of state-monop- 
oly capitalism. These include, above all, the enhancement of 
the role played by the state in such key spheres of the modern 
capitalist economy as the growth of the power engineering 
industry, the improvement of the infrastructure, the promo- 
tion of technological progress, the expansion of the military 
economy and the implementation of the policy of neocolo- 
nialism. 

Since the Second World War there has been a considerable 
upgrade of the state’s role in the economic life of the capitalist 
countries compared with the period before the war. This 
has been the result not only of the objective trend toward 
the etatisation of some branches or enterprises of the capital- 
ist economy but also of a heightened need for using the ap- 
paratus of state power for the so-called regulation of economic 
processes. 

The socialisation of some branches of the capitalist econ- 
omy of the West European countries was expedited by pres- 
sure from the people, who demanded the nationalisation of 
the leading industries and banks and strove for society’s rev- 
olutionary reorganisation. However, monopoly capital 
managed to preserve its economic and political supremacy 
and used the demand for nationalisation in its own interests, 
leaving to the state the reconstruction of unprofitable indus- 
tries and the building of new industries that at this stage did 
not hold out economic benefits to the monopolies. The im- 
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perialist circles “strove to shift to the state treasury the 
burden of the expenditures on the restoration and renewal of 
transport, the power engineering industry and other capital- 
intensive branches of production. Moreover, in countries like 
Britain, France and, partially, Italy the state’s enhanced role 
of an entrepreneur served as a means of bolstering the shak- 
en positions of monopoly capital in the world capitalist 
economy”. 

State Ownership in West European Countries, a collective 
work from which we quoted the above pronouncement by 
Professor Y. L. Khmelnitskaya, contains a wealth of facts 
about the etatised sector of the economies of Britain, France, 
the FRG, Italy, Austria and Sweden. 

In Britain the state owns about 20 per cent of the industry, 
including the nationalised coal, gas and power engineering 
industries and the railways. In 1957 state investments in the 
nationalised industries amounted to 44.4 per cent of the total 
investments. 

In France state-owned enterprises produce 97 per cent of 
the gas, 95 per cent of the coal, 60 per cent of the electric 
power, about 80 per cent of the aircraft and over 40 per cent 
of the cars. The state owns the control packet of shares in the 
country’s largest shipping line and of Air France. Roughly 
14 per cent of the people engaged in industry and trade 
are employed at state-owned enterprises. 

In Italy the Institute for Industrial Reconstruction (Insti- 
tuto Reconstruzione Industriale), the country’s largest state- 
monopoly group, produces 77 per cent of the iron ore, 82 per 
cent of the pig iron, 51 per cent of the steel, 59 per cent of 
the rolled stock, 25 per cent of the electric power and 24 per 
cent of the engineering products. 

In 1959 another large state company, National Board for 
Power Engineering and Power Fuel (Ente nazionale idrocar- 
buri), produced 94 per cent of Italy’s gas and 20 per cent 
of her oil. 

In the Federal Republic of Germany the state controls 
14 per cent of the total assets in industry, including 56 per 
cent in the power engineering industry, 34 per cent in the 
non-ferrous metals industry, 20 per cent in the coal mining 
industry, 10 per cent in the other mining industries, 6 per 
cent in the engineering industry and 10 per cent in other 
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branches of the economy (banks, transport and so on).* In all 
these countries the state-controlled sector of the economy is 
widely used by monopoly capital to increase its profits. As a 
rule, the private monopolies receive goods and services from 
the etatised industries and enterprises at considerably lower 
rates than other consumers. For instance, the state- 
owned transport and power stations serve the enterprises of 
the private monopolies at reduced tariffs, while muni- 
cipal enterprises supply them with water and gas at cut 
rates. 

Since the war the state has thus been playing a growing 
economic role in all the leading West European countries. 
In these countries the state is now the major entrepreneur, 
chiefly in branches of the economy that serve industries 
owned by the private monopolies. Besides, the state promotes 
the development of some new industries that require large 
investments. One of these is the nuclear power industry. As 
a rule, this industry is built up under the control and on 
funds from the state but with the active participation of pri- 
vate monopolies. 

After the Second World War the state has been playing 
an enhanced role in planning the capitalist economy. In 
many countries they are now drawing up long-term plans 
of economic development. Together with the leading private 
monopolies the state plans the volume of investment, the rate 
of growth of industrial output and some other indices. How- 
ever, most of these plans remain on paper because their 
implementation is hindered by private ownership of the means 
of production. Usually the bourgeois state is a weapon of 
the monopolies against the workers demanding higher pay, 
better working conditions and social insurance. While assum- 
ing the role of arbiter, the bourgeois state supports the demand 
of the monopolies for the freezing of wages and their striving 
to shift to the workers the cost of raising the competitiveness 
of goods, in other words, of reducing the price of these goods. 
Integration still further enhances the economic role of the 
state and thereby speeds up the development of state- 
monopoly capitalism in individual countries. 


* Gosudarstuennaya sobstuvennost v stranakk Zapadnoi Yevropy, 
Moscow. 1961, pp. 16, 97, 238, 311. 
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Does the development of European integration give rise 
to inter-state monopoly capitalism? 

The problem of international state-monopoly capitalism is 
linked, on the one hand, with the question of the EEC supra- 
national agencies and, on the other, with the question of 
Western Europe’s political integration. 

As any international, particularly multilateral, treaty, the 
Treaty of Rome signifies, of course, a certain intrusion into 
the sphere of the sovereign rights of the signatory states. A 
country signing a treaty undertakes certain reciprocal com- 
mitments that equally affect each signatory. Unlike other 
treaties that devolve the responsibility for the fulfilment of 
the terms on the signatories themselves, the EEC provides 
for the establishment of agencies to supervise the fulfil- 
ment of the Treaty of Rome. These agencies are the 
Council, the Commission, the European Parliament and the 
Court of Justice. The question of the EEC’s supra-natio- 
nal character boils down to the rights enjoyed by these 
agencies. 

The Parliament is formed of representatives appointed by 
the parliaments of the signatory states from among their own 
members, and it performs the functions of consultation and 
control. Its consultative functions are that before any of 
the Commission’s proposals are submitted to the Council 
they have to be discussed in the Parliament. The Council 
passes its decision only after it hears the opinion of the Par- 
liament. 

The Parliament’s control function is that it hears the an- 
nual report of the Commission and has the right to pass a 
vote of no confidence at any time. In the event such a vote 
is passed the Commission has to resign. 

The EEC’s leading agencies are the Council and the Com- 
mission. The rights of these agencies are stated in articles 
145-163 and 189-192 of the Treaty of Rome. 

The Council is formed of Ministers, one from each of the 
member states. It ensures the co-ordination of the general 
guidelines of the members’ economic policy and has the right 
to adopt decisions. 

The Commission consists of nine members appointed with 
the approval of all the member states. Each state has the 
right to name not more than two members. Under Article 
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155 of the treaty the Commission fulfils the following func- 
tions: 

— supervises the enforcement of the treaty and the deci- 
sions adopted on the basis of the treaty; 

— submits recommendations or findings on questions linked 
with the treaty; 

— passes decisions and takes part in the work of the Coun- 
cil and the Parliament; 

— exercises the powers given it by the Council in the im- 
plementation of the Council’s proposals. 

In the articles defining the rights of the EEC agencies it is 
stated that the Council and the Commission are empowered 
to issue decisions, directives and resolutions and to submit 
recommendations and findings. 

The decisions are of binding significance. They are man- 
datory and operative in all the member states. Directives are 
passed for individual member states but the state concerned 
has the right to choose the ways and means of carrying them 
out. Resolutions are mandatory only for the state or states 
concerned. 

The right to pass resolutions, directives and decisions and 
also to make recommendations creates the possibility for indi- 
rectly influencing law and order in the member states. This 
indicates that the Council and the Commission are supra- 
national agencies, but in practice things do not always work 
out as prescribed in the treaty. 

First, the EEC agencies have the right to operate only 
within the framework defined by the Treaty of Rome. This 
means that they can operate in fulfilment of the aims of the 
treaty only if the treaty invests them with the necessary 
powers. Article 235 states that in the event powers not 
envisaged by the treaty are needed by the EEC agencies in 
order to achieve the aims of the community, the Council may, 
on the recommendation of the Commission and after the 
matter has been debated in the Parliament, pass the pertinent 
prescription by a unanimous vote. However, this article can- 
not be applied in all cases. Neither can it be applied in the 
event the agencies feel their powers are inadequate while 
the treaty envisages a different procedure, or if they consider 
it necessary to pass a resolution while under the treaty they 
can only pass a directive, this article cannot be applied. 
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The rights of the community’s agencies are invocable only 
in cases not stipulated in the treaty and only under control 
of the Court of Justice. 

In some cases it would have been easier for them to amend 
the text of the treaty as provided by Article 236 than pass 
a resolution on issues not covered by the treaty. Consequently, 
the legislative powers of the community’s agencies are on the 
whole strictly limited. 

Second, the community’s agencies do not have their own 
subagencies. Their resolutions, decisions and directives are 
carried out by the organs of state power in the member coun- 
tries. 

In a commentary of the EEC treaty written by prominent 
West German legal experts and published in the FRG, it is 
stated that the resolutions of the EEC Council are tantamount 
to inner-state laws. The member states are obliged to carry 
out these resolutions. In determining the role of the inner- 
state organs of the member countries the authors write 
that they “have a dual function: as organs of state and as the 

executive organ of the community”’.* 

The West German legal experts are inclined to give an 
extended interpretation of the validity of the laws passed by 
the community’s agencies. They constructed for these laws 
a category, calling it “European law” to distinguish it from 
international and national law built up by international trea- 
ties and the legislation of individual countries. 

They contend that the same interaction exists between the 
legislation of the community’s agencies and national legisla- 
tion as between the competence of federal and Lander organs 
in the FRG in the sphere of competitive legislation. They 
maintain that by analogy with the legislation of the FRG, 
according to which the competence of the Lander is nullified 
as soon as the federal organs pass the pertinent laws, the 
resolutions of the EEC agencies supplant national law. One 

| cannot, of course, agree with this for the simple reason 
| that the EEC is not a federal union of six countries and the 
| Treaty of Rome is not the Constitution of such a federation, 
| to say nothing of the fact that the Council and the Commis- 


* Die Europaische Wirtschaftsgemeinschaft. Kommentar zum Uertrag, 
Berlin, Frankfort on the Main, 1960, p. 517. 
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sion or, much less, the Parliament, cannot be equated to a 
federal government and parliament. But even these apologists 
of integration point out that the terms “supra-national” and 
“law” are deliberately avoided in the Treaty of Rome. 

The question of international state-monopoly capitalism is 
linked with the question of Western Europe’s political inte- 
gration. Had the EEC agencies had supra-national rights 
enabling them to supplant national legislation and even the 
Constitution of their member states, and if the transition had 
already been accomplished to the higher stage, to interna- 
tional state-monopoly capitalism, it would have signified that 
no new, fundamental decisions were required for the creation 
of a politically united Little Europe, that all they had to do 
was to move farther along the road that had already been 
blazed. Actually nothing of the sort exists. This is precisely 
one of the main contradictions in the development of the 
EEC: the community has political significance and its mem- 
bers pursue far-reaching political aims, but nothing realistic 
has been done to achieve political unity. Let us recall the 
widely publicised plans for setting up a politically united 
Western Europe. The formation of the EEC was evaluated 
as the first step, as the beginning of the implementation of 
these plans. It has been said that as embodied by the Common 
Market integration signifies the gradual growing into a polit- 
ically substantiated and, in all respects, politically valid 
community,” that the formation of the economic union is 
accompanied by the creation of new political conditions 
facilitating the appropriate political measures. Neue Ziircher 
Zeitung has likewise written that “economic integration will 
help to create the psychological climate for political steps”.** 

However, pronouncements of this kind were actually 
wishes and hopes that had no real foundation. The Treaty 
of Rome says nothing about political aims, much less of any 
specific forms of political integration. 

The EEC is thus an organisation promoting inter-state 
economic co-operation. Its agencies are inter-state institutions 
with limited, strictly demarcated rights to pass mandatory 


* Alwin Miinchmeyer, “Wirtschaftliche und politische Integration”, 
Handelsblatt, May 12/13, 1961, p. 1. 
** Neue Ziicher Zeitung, November 30, 1960. 
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decisions. Unquestionably, the EEC is of political signifi- 
cance, but the terms of the Treaty of Rome do not confer any 
authority for the implementation of political integration. For 
this integration new, fundamental decisions and new agree- 
ments are necessary. 

The aforesaid leads us to the answer to the question of 
whether international monopoly capitalism springs out of 
the process of West European integration. 

Since state-monopoly capitalism signifies the combination 
of the gigantic strength of the monopolies with the gigantic 
strength of the state, international monopoly capitalism must 
be the combination of the strength of the international monop- 
olies with the strength of international, supra-national state 
organs. But so long as a politically integrated Europe or at 
least a Little Europe is not created, no international monopo- 
ly capitalism can exist. International monopolies have long 
been in existence, in fact since the beginning of the epoch of 
imperialism. They appear and disintegrate, but for the tran- 
sition to a new stage of development, to the emergence of 
international monopoly capitalism there must be some form 
of political integration embracing the whole or, at least, part 
of Western Europe. Such integration does not exist and it is 
therefore premature to speak of international monopoly 
capitalism. 











CHAPTER EIGHT 


EXPORT OF CAPITAL BETWEEN THE USA 
AND WESTERN EUROPE 


1. Principal Directions of US Capital Exports 


Western Europe, Canada and Latin America remained 
the principal areas for the export of US capital in the period 
from 1955 to 1970. However, the share of these areas in the 
total export of American capital is steadily diminishing: 
78.6 per cent in 1950, 71.9 per cent in 1960, 64 per cent in 
1970, and 64.4 per cent in 1972. 

This indicates that the importance of other areas—Asia 
and, lately, Africa—is growing as spheres for the investment 
of US capital. Nonetheless, in the export of capital from the 
USA the role of Western Europe, Canada and Latin America 
remains predominant. 

Thus although its significance is shrinking, Western Europe 


US Overseas Investments by Areas in 1955-1972 
($1,000 million) 





| 1955 1960 | 1965 | 1970 | 1974 | 1972 


Total 45.0 | 74.4 }106.4 |166.6 )180.7 |199.3 


Of which: 

In Western Europe 15.0 | 20.4 | 29.7 | 441.4 | 45.6 | 50.2 
Canada 40.9 | 17.2 | 26.0 | 36.9 | 40.0 | 44.4 
Latin America 8.7 | 13.6 | 18.2 | 28.5 | 30.8 | 33.8 
Other countries 5.9 | 12.8 | 27.1 | 39.2 | 44.7 | 49.9 


In international institu- 
tions 
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.9| 7.4] 5.4] 5.4] 8.2} 10.8 


Sources: Balance of Paymenis, 1958, p. 153; Survey of Current Business, 
19€2-1973. 
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continues to absorb the largest portion of the USA’s overseas 
investments. 

In 1955 the US investments in Western Europe added up 
to 33.3 per cent of the total overseas investments, in 1960 
to 28.7 per cent, in 1970 to 24.8 per cent and in 1972 to 
25.3 per cent. Latin America’s share likewise dropped from 
20.6 per cent in 1955 to 17.0 per cent in 1972. Canada’s share 
decreased slightly from 23.7 per cent in 1955 to 22.1 per cent 
in 1972. 

However, both in the initial years after the war and in 
the period from 1955 to 1972 Western Europe continued to 
receive a considerable part of the US state investments, 
although its share of these investments decreased drasti- 
cally: exceeding 60 per cent in 1955 and amounting to only 
24.9 per cent in 1972. The most outstanding feature in the 
dynamics of US state investments in 1955-1972 was the steady 
growth—both absolute and relative—of the export of US 
state capital to Latin America and, particularly, to other 
areas. In the period from 1946 to 1970 Latin America’s share 
of the US state investments rose from 5.7 per cent to 19.6 per 
cent. The investments in other areas increased in 1955-1970 
from $5,300 million to $16,400 million, which amounted to 
51.1 per cent of the total US state investments overseas. Thus, 
in 1970 Latin America and the other areas, i.e., Asia and 
Africa, received 70.8 per cent of all the US state investments 
overseas. This mirrored the expansion of the US monopolies, 
which are endeavouring to dominate the world’s developing 
areas. 

In 1955-1972 US private investments in Western Europe 
grew from $5,400 million to $40,200 million, or more than 
7.4-fold. In terms of the total investments they rose from 
18.5 to 27.6 per cent. Canada continues to receive the largest 
share of the US private investments abroad, her share increas- 
ing in 1955-1972 from $10,600 million to $42,500 million, 
i.e., fourfold, but in terms of percentages it decreased from 
36.6 to 29.3 per cent. In Latin America these investments 
dropped from 28.5 to 17.9 per cent of the total. There was a 
substantial growth of these investments in other areas, whose 
share rose from 10.3 to 20.1 per cent. 

The growth of the portion of the total US private invest- 
ments flowing to Western Europe and other regions of the 
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US Private Investments in Western Europe and Other Areas 
in 1955-1972 


(at the end of the year; $1,000 million) 


| 1955 | 1960 1965 | 1970 | 4974 | 1972 
Total US private invest- 
ments overseas* 29.1 | 50.4 81.4 }119.8 430.3 [144.8 
Of which: 
In Western Europe 5.4] 11.3 21.3 | 32.8 | 36.4 | 40.2 
Canada 10.6} 17.3 26.0 | 36.9 | 38.3 | 42.5 
Latin America 8.3 41.5 14.4 }| 22.2 | 23.6 |] 25.9 
Other countries 9.5** | 16.2 | 22.7 | 26.0 | 29.3 


. Ane ueine investments in international institutions. 
a 


Sources: Balance of Paymenis, 1958, p. 153; Survey of Current Business, 
1962-1973. 


world shows that US private capital has redoubled its efforts 
to seize the markets and the investment spheres in these 
regions. 

American private investments in Western Europe are the 
most unmistakable indication of US economic expansion in 
the West European countries. In the final analysis, the govern- 
ment loans, subsidies and grants-in-aid in the capitalist coun- 
tries serve, above all, as the means of creating favourable 
conditions for the export of private capital by the monopolies 
and the banks. 

Since the war of the two fundamental forms of the export 
of capital—loans and investment in production—private 
capital has been exported mainly as investments in pro- 
duction, while loan capital has been exported chiefly by 
government agencies. 

American direct private investments embrace the whole 
of the capitalist world. In all the continents, in all the prin- 
cipal regions of the world, the American monopolies have 
their enterprises and subsidiaries that engage in the produc- 
tion of various raw materials, the exploitation of the world’s 
largest oil resources, the manufacture of consumer goods, the 
sale of municipal services, trade, and so on. 

In three of the above-mentioned branches (oil, manufac- 
turing industry and trade) American direct investments are 
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US Direct Private Investments in All Regions of the Capitalist 
World in 1955-1971 


(end of the year, $41,000 million) 


| 1955 | 1960 | 1965 | 1970 | 1974 
Total 19.3 | 32.7] 49.4 78.1 | 86.0 
Of which: 

Mining industry 2.2} 3.0 3.8 6.1] 6.7 

Oil 5.8 | 10.9] 15.3 21.8 | 24.3 

Manufacturing industry 6.3] 14.2] 19.3 32.2 | 35.5 
Municipal services 1.6] 2.5 2.4 

Trade 1.3 | 2.4 4.2 17.9 | 19.5 
2208) 2207 4.5 


Other branches 


Sources: Balance of Payments, 1958, p. 153; Survey of Current Business, 
1962-1973. 


growing both in absolute and relative terms, while in the 
other three (mining, municipal services and other branches) 
the investments are decreasing in terms of the total. 

In the manufacturing industry the investments increased 
5-fold within the period from 1955 to 1971, adding up to 
41.2 per cent of the total in 1971. Thus nearly 70 per cent 
of the US direct investments overseas have gone into two 
branches—the oil and the manufacturing industries. In Latin 
America 40 per cent of the US investments in 1971 were in 
the mining and oil industries. Formerly, in the Latin Amer- 
ican states half of the US direct investments went into 
mining and oil and only one-fourth into the manufacturing 
industry. Today the investments in the latter industry have 
almost reached the level of the investments in mining and 
oil ($4,300 million and $4,400 million respectively). 

In Canada 34.3 per cent of the US investments in 1971 
were in the mining and oil industries and 44.1 per cent in the 
manufacturing industry, although in 1950 the investments in 
these industries amounted to 53 per cent of the total US 
capital exported to that country. 


2. US Direct Investments in Western Europe 


Statistics show that the total direct private investments 
of the American monopolies in Western Europe grew at an 
unprecedented rate in the period 1955-1970. In 1946-1955 


13* 


496 THE USA AND WESTERN EUROPE 


these investments increased from $1,041 million to $3,004 
million, i.e., by almost 200 per cent. In 1965 they grew to 
$13,900 million or by 380 per cent compared with 1955. In 
1971 they totalled $27,600 million and in 1972 $30,700 mil- 
lion. 

However, this growth proceeded unevenly. Since 1958 the 
growth rate has been higher than in other regions, and the 
portion directed to Western Europe began to increase corre- 
spondingly. From 1950 to 1958 Western Europe’s share of the 
US direct private investments overseas fluctuated inconsid- 
erably: from 14.7 to 15.3 per cent. However, since 1958 this 
share began to grow swiftly, amounting to 17.8 per cent in 
1959, 28.3 per cent in 1965, 31.3 per cent in 1970 and 32.1 
per cent in 1971. 

The statistics we have cited indicate that the bulk of the 
US direct investments in Western Europe was channelled 
into oil refining and the manufacturing industry. These 
industries had 78.4 per cent of the total investments in 1950, 
82.6 per cent in 1960 and 78.3 per cent in 1970. Of the other 
industries, only trade had some significance; a very small 
percentage of the investments are in the mining industry and 
in the municipal services. 


US Direct Private Investments in Western Europe in 1950-1972 
(end of the year; $1,000,000) 


| 1950 | 1955 | 1960 | 1965 | 1970 | 1974 | 1972 


Total 1,733/3,004 |6,691 113,985  |24,516]27, 740/30, 714 
Of which: 
Oil refining 426| 764 |1,726 | 3,427 5,466] 6,202 
Manufacturing 932|4,640 13,797 | 7,606 13, 706/15 538 
Trade 186] 286 | 736 | 2,896 
Other branches | 189| 314 | 422 | 2,952 | | 5.269 5,803 


Sources: Balance of Paymenis, 1958, p. 153; Survey of Current 
Business, 1962-1973. 


The total US investments in the oil industry in Western 
Europe increased more than 14-fold from $426 million in 
1950 to $5,488 million in 1970 and to $6,202 million in 1971. 

There was an approximately similar growth rate of US 
investments in the manufacturing industry. These investments 





— Se 
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amounted to a very high proportion of the total—55 per cent. 
In 1971 compared with 1950 they showed an increase of over 
1,500 per cent: $932 million in 1950, $3,797 million in 1960 
and $15,538 million in 1971. 

What caused this swift growth of US direct investments in 
Western Europe? 

Attention is attracted notably by the fact that almost half 
of the American direct private investments in Western Europe 
went to Britain. 

The thing is that in exchange for the tariff concessions to 
British manufactured goods the industrially less developed 
countries of the Commonwealth and also Australia and New 
Zealand had a guaranteed market for a certain portion of 
their raw materials and farm produce in Britain. But the USA 
did not require food imports. On the contrary, it had a sur- 
plus of foodstuffs, exported them and was a competitor of 
some of the Commonwealth countries in the food markets. In 
this situation the Commonwealth countries, naturally, pre- 
ferred economic relations with Britain rather than with the 
USA, which could not import their farm produce. 

This gave the US monopolies only one channel for pene- 
trating the closed markets of the Commonwealth countries: 
the establishment of subsidiaries in Britain in order to have 
the possibility of exporting the products of these subsidiaries 
to the Commonwealth countries. 

Another economic factor stimulating the export of capital 
to Britain was the lower production costs than in the USA 
due to the lower wages received by the British workers. But 
this is a more general factor and it concerns all the West 
European countries. However, during the initial years after 
the war Britain had one more advantage over the West 
European continental countries. This was rather a political 
than an economic advantage. In exporting capital the US 
monopolies attach great significance to the political stability 
of the country where that capital goes and to the conditions 
in which their subsidiaries and enterprises can function. In 
this respect, during the first years after the war Britain was 
regarded as more reliable than the continental countries. As 
a result, for many years Britain was the principal centre 
attracting US private investments in Europe. 

The flow of US private capital to France, the FRG, Bel- 
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gium, Italy, the Netherlands and Luxembourg increased 
sharply after these countries joined to form the Common 
Market. In 1955 the US private investments in these countries 
totalled $1,161 million, following which they showed a steady 
increase: $1,908 million in 1958, the year the EEC became 
operational, $2,644 million in 1960, $6,254 million in 1965, 
and $11,695 million in 1970. Thus, in the period from 1958 
to 1970 the American private investments in the Common 
Market countries increased by over 500 per cent. 

The major factor behind this rapid growth of direct invest- 
ments in the EEC countries was the striving to avert any de- 
terioration of the conditions for marketing American goods in 
these countries due to the customs barriers to imports from 
third countries and the free movement of goods among the 
member countries. By setting up industrial enterprises and 
subsidiaries in the EEC states the US monopolies were able 
to use the markets of these countries without paying customs 
tariffs. 

For its part, the Common Market as a whole welcomed 
the import of US capital and the establishment of American 
enterprises and subsidiaries, for this enabled the member 
states to accelerate the application of new American tech- 
nologies, speed up the output of new commodities, perfect 
production technologies, improve their balance of payments 
and reduce unemployment. The flow of capital from the US 
strengthened Western Europe’s economic potential and com- 
petitiveness. Almost all the West European countries, includ- 
ing all the Common Market states, have a law giving foreign 
investors equal rights with local capitalists, guaranteeing 
various privileges, one of which is the export of profits, thus 
allowing US corporations to invest capital without running 
any risks. 

If we compare the US direct investments in Britain and 
in the Common Market, we shall find that until 1962 the 
EEC Six together accounted for a smaller portion of these 
investments than Britain alone, but that in 1963 they out- 
stripped the latter country. 

In 1963 the share of the Six increased to 43.2 per cent, 
while that of Britain dropped to 40.7 per cent. In 1970 of the 
total US direct investments in Western Europe 47.7 per cent 
were in the EEC countries and 32.7 per cent were in Britain. 
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3. Role of US Capital in the West European Economy 


The dynamics of US direct investments in the main West 
European countries and principal branches of the economy 
are shown in the following table (see p. 200). 

In Western Europe there has been a swift growth of US 
investments in the FRG and Italy in all the three major 
branches: the oil industry, manufactures and trade. In the 
period from 1950 to 1971 US investments in all West Euro- 
pean countries increased nearly 14-fold in the oil industry, 
but in the FRG and Italy they exceeded the average, in- 
creasing 34-fold in the West German oil industry and 16.5- 
fold in the Italian oil industry. 

The picture is the same in the manufacturing industry, 
where in 1950-1971 US investments in all the West European 
countries increased 26-fold (26.9-fold in the FRG, 53-fold 
in Italy, 26.7-fold in Belgium, 19-fold in France and 38-fold 
in the Netherlands). In Britain, on the other hand, they in- 
creased only 10-fold, which was well below the West Euro- 
pean average. 

The direction and scale of US investments in Western 
Europe are changing with the advancement of science and 
technology and with the growth and development of new 
industries. Until 1950 American investments were directed 
chiefly into the oil, engineering, car and electrical engineering 
industries. By 1955 there had been a large increase of invest- 
ments in the chemical, pharmaceutical, computer, nuclear 
power and rubber articles industries. When the Treaty of 
Rome came into operation there was a broadening of the direc- 
tion and scale of American investments. In order to derive the 
greatest possible benefit from the Common Market with its 
170 million plus consumers, the US monopolies began to 
invest in a larger number of industries and to increase their 
investments in the services industry, including trade. 

Throughout the entire period since the war the West Eu- 
ropean monopoly bourgeoisie has been on the whole favour- 
ably disposed to the export of US capital to Europe both as 
state capital and as private investments, for this gave it 
a number of economic advantages. The significance of US 
investments to the French economy was characterised as 
follows in 1962 by the journal Entreprise: “American invest- 
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US Direct Investments in Western Europe (by Countries and 
Industries) in 1950-1971 


(end of the year; $1,000,000) 


| 1950 | 1960 1965 | 1970 | 1971 
EEC, total 637 2,644 6,254 | 11,774 | 13,574 
Of which: 
Oil industry 240 827 4,617 2,523 2,927 
Manufactures 317 4,436 3,688 7,477 8,359 
Trade 49 254 658 } 
2,059 2,274 
Other industries 64 427 275 J 
France, total 247 741 1,584 2,590 3,013 
Of which: 
Oil industry 76 223 280 319 385 
Manufactures 414 402 4,052 1,868 2,167 
Trade 5 76 4177) 
} 394 451 
Other industries 32 40 65 J 
FRG, total 204 4,006 2,417 4,597 5,214 
Of which: 
Oil industry 38 248 610 1,195 4,300 
Manufactures 423 638 1,547 2,828 3,307 
Trade 49 85 170 } 
574 607 
Other industries 24 35 99 J 
Italy, total 63 384 972 1,550 4,860 
Of which: 
Oil industry 37 460 404 503 609 
Manufactures 19 170 446 824 4,004 
Trade 4 28 80 
224 250 
Other industries 6 26 41 J 
Belgium, Luxembourg, . 
total 69 234 585 4,529 4,815 
Of which: 
Oil industry 17 52 74 65 117 
Manufactures 38 146 373 852 4,045 
Trade 44 29 103 ) 
\ 612 683 


Other industries 3 4 38 J 
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| 1950 | 1960 | 1965 | 1970 | 1974 
The Netherlands, 
total 84 238 698 4,508 1,672 
Of which: 
Oil industry 43 143 252 441 516 
Manufactures 23 80 270 804 870 
Trade 13 36 127 } 
262 285 
Other industries 48 j 
Britain, total 847 3,234 5,449 7,996 8,944 
Of which: 
Oil industry 423 600 1,084 1,839 2,192 
Manufactures 542 2,164 3,308 4,977 5,421 
Trade 402 288 415 } 
$1 4,175 1,324 
Other industries 80 479 310 J 


~~ Sources: Balance of Paymenis, 1958, pp. 152, 180, 182; Survey of Current 
Business, August 1963, October 1968, October 1970, October 1971, 
Nevember 1972. 
ments are tantamount to a contribution to the country’s na- 
tional product in the form of the payment of wages, the pay- 
ment of taxes and the introduction of new technology and 
equipment. From the standpoint of the balance of payments 
note must be made of the favourable impact of the import 
of foreign currency earmarked for investment.” 

American investments in West European industry unde- 
niably speed up the growth of the economic potential of that 
area. A larger economic potential unquestionably enhances 
the given countries’ political weight on the world scene. Fur- 
ther, the sophisticated machinery installed by the new Amer- 
ican enterprises in Europe likewise compel the European 
countries to accelerate the introduction of new machinery. 
American competition thus helps to expedite scientific and 
technological progress and, at the same time, the concentra- 
tion and centralisation of production and capital in the West 
European countries. 

But alongside the advantages, the export of American 


* Entreprise No. 369, August 11-18, 1962, p. 42. 
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capital brings with it certain disadvantages and dangers both 
for the USA and the West European countries. 

Apart from the fact that the export of capital can lead 
to a certain economic stagnation in the exporter country, in 
the given case, the USA, the direct tangible negative effects 
to the American monopolies are the increasing competitive 
power of the European industry and, consequently, the eco- 
nomic contradictions between the USA and Western Europe. 
By helping to boost the economic potential of the West 
European countries, the American monopolics only aggravate 
the inter-imperialist struggle for markets and spheres of in- 
vestment. 

The export of capital increases the serious difficulties that 
began to be felt in USA’s balance of payments from 1958 
onwards. Due to the unchanging unemployment level (be- 
tween four and five millions) in the USA, the export of cap- 
ital to Europe worries the American trade unions, which 
have pointed out that American capital is providing more 
jobs in other countries while maintaining a large army of 
unemployed in its own country. 

But these negative facets have not halted the growth of 
the export of American capital. The steadily increasing 
flow of this capital indicates that the monopolies are guided 
mainly by the drive for ever Jarger profits. 

Beginning in the early 1960s in the West European coun- 
tries, particularly in France, they began to speak and write 
of their apprehensions about the invasion of American cap- 
ital and to discuss the ways and means of protecting them- 
selves against the seizure by the American monopolies of 
key positions in the crucial branches of the West European 
economy. 

Before answering the question of how real are the ap- 
prehensions voiced in Western Europe, we should examine 
more closely the process of American investments in the 
economy of the West European countries. 

The statistics published in the journal L’Usine nouvelle 
on the investment operations of the American monopolies in 
1958-1962 indicate that in France and the Federal Republic 
of Germany the American monopolies have invested most 
heavily in the engineering and then in the chemical and 
pharmaceutical industries. In Italy, Belgium and the Nether- 
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lands the largest investments have been made in the chemical 
and pharmaceutical industries and then in the engineering 
industry. Heavy investments have also been made in tran- 
sport and in the electrical engineering, electronics and preci- 
sion instruments industries, and then in the basic branches of 
the iron and steel industry. In all the Common Market 
countries the largest number of investment operations were 
observed in the chemical and pharmaceutical industries. 
Then, for the number of these operations, followed the en- 
gineering, electrical engineering, electronics, iron and steel, 
precision instruments, tool-making and vehicle manufactur- 
ing industries, with the food and textile industries receiving 
the smallest number of investments. 

Of course, the number of operations gives only an approx- 
imate picture of the area of investment because operations 
can differ substantially for the sum involved. Nevertheless, 
these figures show that the interest of the American investors 
is concentrated on the key branches of the European econo- 
my. 
The same trend was observed in subsequent years. For 
example, of the $13,700 million invested by the American 
monopolies in the West European economy in 1960-1970, 
$6,573 million (48 per cent) were invested in the manufactur- 
ing industry and $4,358 million (31.8 per cent) were invested 
in the oil-refining industry. 

American capital penetrates the economy of the West 
European countries both through the establishment and en- 
largement of subsidiaries of American corporations and 
through the take-over of or participation in West European 
enterprises. The following table gives a rough idea of the 
balance between these forms of penetration. (See p. 204.) 

In 1961 the capacity of the West European oil-refining 
industry was estimated at 232,300,000 meiric tons. Of this 
capacity 60,400,000 tons, or 26.02 per cent, belonged to the 
American oil companies. A large part of this capacity— 
86,984,000 metric tons, or 37.5 per cent, was owned by 
British and British-Dutch companies. 

US companies owned: 35.8 per cent in Britain, 24.3 per cent 
in Italy, 18.4 per cent in the FRG, 27 per cent in Belgium and 
20.9 per cent in France.* 

* The Institute of Petroleum Review, March 1963, p. 108. 
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Flow of US Capital to Western Europe in 1965-1971 


($1,000,000) 
| 1965 | 1966 | 1967 | 1958 | 1969 | 1970 | 1971 
Total 1,479 |1,834 |1,458 |4,004 11,158 [1,904 | 886 
Of which: 
a) To American sub- 
sidiaries 761 | 899 | 683 | 562} 577 |4,404 | 586 


b) For the take-over 
of or participa- 
tion in West 
European enter- 
prises 433 | 312 | 516 | 466 503 | 300 
Of these: in the 
manufacturing in- 
dustry 188 |} 270 | 464] 329 | 424] 262 


Sources: Survey of Current Business, October 1968, October 1969, October 1970, 
October 1971, October 1972, 

Prior to the purchase of shares in Simca, the largest car 
company in France, only 5 per cent of the capital invested 
in the French car industry belonged to foreign investors.* 
In early 1963, after long negotiations involving the Chrysler 
Corporation, it was announced that Simca had gone over to 
American control. 

American car companies control 40 per cent of the car 
production in the FRG and 50 per cent in Britain, while 
following the purchase of Simca shares they control about 
one-third of the car output in France. 

American capital has played a notable role in the growth 
of the petrochemical industry. This industry appeared in the 
USA long before the war, in Britain after 1942, and in the 
other West European countries after the war. The British 
economists J. H. Dunning and C. J. Thomas have noted that 
the technical expertise derived from these “trans-Atlantic 
associations has enabled the UK industry to be developed 


of 


more speedily than would otherwise have been the case”.** 


* DUsine nouvelle, January 24, 1963, pp. 1, 3. 
** J. H. Dunning, C. J. Thomas, British Industry. Change and Devel- 
opment in the Twentieth Century, London, 196], p. 144. 
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Moreover, US capital has contributed to the development 
of the synthetic fibre industry in Western Europe. After the 
Dupont concern took out a patent for the production of 
nylon, factories for the manufacture of this fibre were built 
in Britain. Dunning and Thomas wrote that a number of 
British plastics companies “have close financial or technical 
associations with foreign concerns, particularly German and 
American’”’.* 

Whereas immediately after the war the US monopolies 
seized a large number of patents in Germany and used them 
to speed up scientific and technological progress in the USA, 
there isno doubt whatever that the intensive export of Amer- 
ican capital to Western Europe in 1960-1970 helped to 
quicken the momentum of scientific and technological progress 
in Western Europe, particularly the development of new in- 
dustries. 

The statistics on US investments in the West European 
manufacturing industries confirm two basic facts: first, that 
these investments are concentrated in crucial and technically 
up-to-date “new” industries and, second, that following the 
formation of the Common Market this became the most at- 
tractive area for American investments. 

Here the question arises of how deeply have the American 
monopolies entrenched themselves in the economy of the 
West European countries and to what extent are they in 
control of that economy? 

The computations we have offered show that in relation 
to the own investments in each country the American invest- 
ments in the industry of the West European states are very 
modest indeed. In 1960 they amounted to 0.98 per cent of 
the total in Belgium, 1.08 per cent in France, 1.38 per cent 
in the FRG, 1 per cent in Italy, 1.47 per cent in the Nether- 
lands, and the more impressive 6.25 per cent in Britain. 
True, this proportion has been growing gradually, increasing 
in the period 1953-1968 from 0.57 to 2.61 per cent in France, 
from 0.36 to 7.7 per cent in the FRG and from 0.42 to 
1.9 per cent in Italy. In Britain it has decreased after 1960 
from 6.25 to 1.93 per cent. In Belgium it rose to 1.55 


* Ibid., p. 159. 
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per cent, while in the Netherlands it dropped to 1.02 per 
cent.” 

Another major indicator of the extent American capital 
controls West European industry is the volume of sales of 
the output of the American-controlled manufacturing in- 
dustries. This volume has been growing steadily. 

The output of the enterprises operated by US capital in 
Western Europe represents a sizeable total and is continu- 
ously growing. But even these figures do not fully reveal 
the extent the West European economy is controlled by 
the USA. First, the sales figures of the American subsidia- 
ries are actually higher. In 1964 the journal Survey of Current 
Business noted that sales figures were published by only 79 


Sales of West European Enterprises Controlled by US Direct 
Investments in 1957-1968 


($1,000,000) 


| 1957 1965 1967 | 1968 


Total, throughout the world | 18,334 | 42,377 | 53,154 | 59,676 
Of which, in Western Eu- 
rope 6,313 | 18,761 23,080 | 25,835 
In Western Europe, by 
branches: 


Vehicles 1,700 5,060 5,394 5,907 


Machines, excluding elec- 
trical machines 1,009 3,146 4,373 4,903 


Electrical machines 678 2,102 2,943 2,881 
Chemical products 822 2,743 3,762 4,362 
Food 734 4,500 1,746 4,822 
Metal and metal articles 435 1,316 1,543 4,807 
Rubber articles 262 537 633 665 
Paper and paper articles 34 166 252 319 
Other commodities 639 2,194 2,837 3,168 


Sources: Survey of Current Business, November 1965, p. 18; November 1966, 
p. 9; November 1970, p. 19. 


* According to American statistics on US direct investments in the 
corresponding countries. 
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per cent of the American overseas subsidiaries, and by 84 
per cent of these subsidiaries in Western Europe. Further, it 
should be remembered that the US monopolies concentrate 
their investments in some vital industries, where American 
capital sometimes plays a very large role. In February 1963 
the journal L’Usine nouvelle wrote: “The Government is 
particularly disturbed not by the sum of foreign investments 
in Europe and in France, in particular, but by the fact that 
it is concentrated in certain sectors of activity such as the 
food, oil, electronics and electrical engineering industries.”* 

The French Government and, consequently, the largest 
monopolies, are apprehensive of the growing influence of 
the US monopolies in some vital industries because this 
creates the danger that decisions concerning these industries 
may be adopted outside the country, in other words, without 
the knowledge of the French monopolies. In 1963 when he 
was Prime Minister of France Georges Pompidou declared 
on this score: “The American investments in Europe were 
desired by us, we attracted them and they have helped to 
spur European business thanks to their contribution to scien- 
tific and technological progress and thanks to the influx of 
capital. Nevertheless it would be extremely unpleasant if 
some sectors of the Common Market economy found them- 
selves controlled by economic forces adopting decisions out- 
side the EEC. To the same extent that foreign investments 
were useful, desirable and needed, it is vital that no sector 
of the European economy should come under the domination 
of a power that does not belong to the EEC.’”** 

On January 31, 1963 the journal L’Usine nouvelle charac- 
terised the American policy of direct investments in France 
as “selective penetration”. This policy has enabled the US 
monopolies to secure considerable control of some sectors of 
the economy. For instance, foreign investors own over 60 
per cent of the capacities producing telephone, telegraph and 
electronic equipment, 70 per cent of the capacities producing 
sewing machines, 35 per cent of the capacities in the chemi- 
cal and petrochemical industries, 30 per cent in the engineer- 
ing industry and 30 per cent in the food industry.*** 

* L’Usine nouvelle No. 6, February 7, 1963, p. 7. 


** Tbid., No. 7, February 14, 1963, p. 5. 
*** Thid., No. 5, January 31, 1963, p. 1. 
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The EEC Commission condemned the excessive influx of 
foreign investments in the car industry of the Common 
Market countries. Approving this condemnation, which con- 
cerns only the car industry, L’Usine nouvelle called for a 
common policy toward foreign investments. 

“Such a policy,” the journal wrote, “would make it pos- 
sible to assess the actual dimensions of the menace of grad- 
ual ‘colonisation’ of our most developed industries by for- 
eign capital.’* 

At the given stage, of course, the word “colonisation” 
exaggerates the menace, but on account of their selective 
penetration the powerful American monopolies are a formi- 
dable rival in the struggle for domination of the markets 
for vital commodities. 

It may be assumed that in crucial industries in Western 
Europe domination and control by the US corporations are 
substantially greater than may be gleaned from statistics. 
The forms in which American capital participates in the 
West European economy make it possible to conceal its ac- 
tual role in the economic development of the West European 
countries. In Western Europe there are innumerable firms in 
which American capital participates jointly with local cap- 
ital. Further, many agreements have been signed on the 
transfer of American licences to European firms; under these 
agreements the American monopolies can control the oper- 
ation of various industries. 

Basically there are three forms in which American capi- 
tal participates in the West European economy: purely 
American firms, mixed American-European firms, and the 
granting of American licences to European concerns. Accord- 
ing to the journal Entreprise, in August 1962 the US 
capital invested in Western Europe was distributed as fol- 
lows: 43 per cent in American firms, 40 per cent in mixed 
American-European enterprises and 17 per cent in the 
licences granted to European concerns. 

Although for the volume of American investments and of 
the output controlled by American capital France is behind 
Britain and the FRG, it is precisely in France that more 
voices are heard warning against the danger of foreign 
domination in the economy of the EEC countries. 

* Ibid., No. 4, January 24, 1963, p. 1. 
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The French economy has made rapid headway since the 
Second World War, while in some, particularly new, in- 
dustries, it has reached the most up-to-date technical level. 
French capitalism now has a solid industrial basis. None- 
theless, the French monopolies are finding the going harder 
because of the growing competition not only in the Common 
Market itself but also from United States capital that is ac- 
tively penetrating the economy of the EEC countries. 

A certain weakness of French monopoly capital in face 
of the increasing competition from other capitalist powers 
in many ways explains the attitude of the French monopolies 
to US investments. 

However, alone France cannot do much against the pene- 
tration of US capital. The conditions prevailing in the Com- 
mon Market, where goods and capital move freely, enable 
US capital to set up subsidiaries in any EEC member and 
make use of the tariff-free markets in all the EEC states. 
Therefore, by expressing her apprehensions over the mount- 
ing competition from the American subsidiaries, France tries 
to induce her Common Market partners to take joint steps 
that would somewhat slow down the flow of American cap- 
ital to the EEC countries. 

“This problem,” L’Usine nouvelle wrote as early as 1963, 
“can only be resolved on a European scale”, adding that 
France was urging her EEC partners to “establish rules 
precluding the seizure of any industry in the Common Mar- 
ket (not in any individual EEC country) by foreign (not 
only US) capital. To a much larger extent France pursues 
the aim of safeguarding certain industries in the EEC as a 
whole against excessive penetration by foreign capital than 
obstructing US investments in her own industries”.* But 
these attempts have not had any active support from the other 
Common Market countries. 

The French moves in this direction did not receive any 
backing in the FRG for economic and political reasons. The 
West German monopolies have invested heavily in the re- 
equipment and enlargement of the fixed capital in all in- 
dustries, which today evidently have the highest technical 
level in Western Europe. They are not afraid or, in any case, 


* L’Usine nouvelle No. 6, February 7, 1963, p. 7. 
14—1367 
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are less worried about the increased competition from the US 
capital operating in Western Europe. Moreover, the FRG 
ruling circles prefer to strengthen their alliance with the 
USA because they still need political support from US im- 
perialism. Even if these circles are to some extent appre- 
hensive about the growth of American competition, at pres- 
ent they give priority to the political motivations of their 
relations with the USA and show no desire to support the 
joint measures proposed by France against American in- 
vestments. 

As early as May 24, 1962 L’Usine nouvelle warned that 
the EEC might break down if the American concerns decided 
on political action against which the European monopolies 
would be powerless. Further, the journal warned against any 
excessive influx of American capital, pointing out that such 
an influx could upset the balance of payments. Initially, 
when capital is imported it benefits production and the bal- 
ance of payments. But the capitalists export capital] in order 
to make a profit and they want to have free control of that 
proht. 

The time comes when invested capital begins to bring in 
profits. Then the export of these profits hits the balance of 
payments of the country from which they are exported. 

At a conference held on French initiative in June 1963 
the EEC Finance Ministers decided to instruct the EEC 
Commission to study the question of the penetration of Amer- 
ican capital in the industry of the West European countries. 
At the conference the French Finance Minister bluntly stated 
that he was afraid US capital would gain control of some 
industries in Western Europe. 

Walter Hallstein of the FRG, who was then Chairman 
of the EEC Commission, had declared in 1962 that the Treaty 
of Rome did not empower the Commission to act against 
foreign investments in the EEC countries. 


4. Export of Foreign Capital to the USA 


The foreign investments in the USA are a fairly potent 
and steadily growing factor. After the Second World War 
these investments (both long-term and short-term) totalled: 
$15,900 million in 1946, $19,500 million in 1950, $41,200 
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million in 1960, $58,800 million in 1965, $97,600 million 
in 1970 and $148,600 million in 1972. Thus, in the period 
from 1946 to 1972 they increased by over 6.1-fold. 

US overseas investments are mostly (80-90 per cent) long- 
term, whereas only half or somewhat more than half of the 
foreign investments in the USA are long-term. 

Most of the long-term foreign investments (60-65 per 
cent) are in securities and these are steadily outdistancing 
direct investments. In 1955 of the total long-term invest- 
ments 40.5 per cent were direct investments and 59.5 per 
cent were investments in securities. In 1970 the ratio was 


Pattern of Foreign Investments in the USA 
in 1950-1972 


(end of the year; $1,000 million) 


| 1950 | 1960 | 1965 | 1970 | 1974 | 1972 


Total 17.6 | 44.6 | 58.8 | 97.5 |122.8 {148.6 
Of which: 
Long-term 8.0 | 18.4 | 26.4 | 50.5 | 54.9 | 65.7 
including: 
Direct 3.4] 6.9] 8.8] 13.2 | 13.7 | 14.4 
Investments in securities* | 4.6 | 14.5 | 17.6 | 37.3 | 41.2 | 54.3 
Short-term 9.7 | 26.2 | 32.4 | 47.0 | 67.9 | 82.9 
including: 
Private bonds 6.5 | 12.4 | 18.2 | 39.8 | 16.6 | 21.4 
State bonds 3.1] 14.4 | 14.2] 7.2] 54.3] 64.5 


* These include shares and bonds of corporations, the government, utility 
companies and other investments. 

Sources: Balance of Paymenis and Survey of Current Business for the years 

1958-1973. 


26.1 and 73.9 per cent, and in 1972 it was 21.9 and 78.1 per 
cent respectively. 

The short-term foreign investments in the USA consist 
mainly of deposits in American banks, Government-issue 
bonds and also bonds issued by private corporations. In the 
period 1950-1972 these investments increased more than 
8.5-fold from $9,700 million to $82,900 million. Moreover, in- 
vestments are heavier in private bonds than in bonds issued 
by the Government. Even the long-term investments in se- 
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curities are sold with relative ease by their holders in the 
event of a deterioration of the economic situation. The US 
state investments abroad contain a much higher percentage 
of long-term investments than those made by private capital. 

This character of the overseas investments by American 
private and state capital is evidence not only of the US mo- 
nopolies’ hunt for larger profits than they can get in their 
own country, but also of US imperialism’s policy of econom- 
ically dominating the territories where capital is exported. 
On the other hand, the export of capital to the USA is above 
all a commercial enterprise with no hint of an attempt to 
achieve economic supremacy over the USA. 

The bulk of the foreign investments in the USA is from 
Western Europe. In 1946 West European capital owned 
more than half of the foreign investments in the USA. Until 
1950 this proportion diminished because, first, during the 
initial years after the war no capital was exported from 
Western Europe and, second, the West European countries 
went on selling their foreign holdings in order to pay for 
supplies from the USA. After regaining their pre-war level 
of economic development they resumed exporting capital. 

Canada and Latin American countries are also heavy in- 
vestors of capital in the USA. 

Since 1950 West European investments in the USA have 
been growing in both absolute and relative terms. Compared 
with 1950 these investments increased almost 7-fold in 1970 
(from $8,900 million to $60,400 million), the proportion 
growing from 51.5 to 61.9 per cent of the total foreign in- 
vestments. Thus, over 60 per cent of the foreign investments 
in the USA are from the West European countries. The ab- 
solute size of the investments from Canada, Latin America 
and other areas is growing but in terms of the total these 
investments are shrinking. West European investments ex- 
ceeded the investments from Canada 2.5-fold in 1960 and 
4.6-fold in 1970, and were 6.8 times larger than the Latin 
American investments in 1970. 

A comparison of the total capital exported by Western 
Europe to the USA and by the USA to Western Europe 
brings out the fact that since 1956 more capital has been 
flowing from the West European countries to the USA than 
vice versa. 
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However, the pattern of the West European investments 
in the USA differs substantially from that of the US invest- 
ments in Western Europe. Long-term US private invest- 
ments comprise 88-90 per cent of the total (with the short- 
term investments amounting to 10-12 per cent) and they 
continue to grow (in 1969 the US non-liguid invest- 
aay in Western Europe came to 93.3 per cent of the 
total). 

West European long-term investments amounted to 57.3 
per cent of the total in 1950, to 54.1 per cent in 1960 and 
to 60.0 per cent in 1970. Thus, European capital is likewise 
making more long-term investments in the USA, but not on 
the scale of the long-term US investments in Western Eu- 
rope. 

The policy of giving preference to long-term investments 
in the USA is unquestionably helping the West European 
monopolies to enhance their competitiveness in the capital- 
ist world market, adopt American expertise and technical 
innovations more quickly and use them to speed up tech- 
nological progress in their own countries. It was noted by 
the Magazine of Wall Street and Business Analyst in 1962 
that the objective of the flow of new capital from Western 
Europe to the USA was not so much to derive profits as to 
obtain scientific and technological information and to make 
the quickest possible use of the production expertise developed 
at American enterprises. 

As regards the short-term West European investments in 
the USA, attention is attracted by the enormous increase in 
the buying of shares issued by private concerns. Of the 
$22,800 million worth of liquid assets in the hands of West 
European holders in 1969, $19,700 million consisted of shares 
issued by private concerns. 

By far the greater part of the direct investments in the 
USA belong to West European countries, the proportion of 
these investments being higher than that of long-term in- 
vestments. In 1946 Western Europe’s share of the direct in- 
vestments was 69.4 per cent. In 1958 this share dropped to 
62.3 per cent, but then it began to climb, reaching 72 per 
cent in 1970 and 76.4 per cent in 1971. 

Although Canadian direct investments are smaller than 
the West European total, Canada is a heavier investor than 








THE USA AND WESTERN EUROPE 





Foreign Investments in the USA by Area in 1950-1972 
(end of the year; $1,000 million) 








| 1950 | 1960 | 1965 | 1970 | 1974 1972 
1. Total 17.6 | 44.7 | 58.7 | 97.6 034 148 .6 
Of which: 
Western Europe 8.9 | 24.0 | 34.4 | 60.4 | 75.0 | 88.0 
Canada 3.4] 6.2] 8.2) 18.2 | 13.5 | 14.9 
Latin America 2.5/ 3.7] 6.0] 9.0] 9.3] 10.8 
Other areas 3.1 | 10.8 | 10.4 |] 45.0 | 25.2 | 28.9 
2. Long-term investments, 
total 8.0 | 18.4 | 26.4 | 50.5 | 55.2 | 65.7 
Of which: 
Western Europe 5.1 | 13.0 | 18.3 | 36.4 | 39.9 | 47.5 
Canada 1.6| 3.3] 4.5) 6.7] 7.2 | 8.0 
Latin America 0.6) 1.2} 4.8) 3.8] 4.2] 4.8 
Other areas 0.7! 0.9) 41.8] 3.9] 3.5] 5.4 
3. Short-term investments, 
total 114.7 | 26.3 | 32.3 | 47.0 | 67.8 | 82.9 
Of which: 
Western Europe 3.8 | 14.0 | 15.8 | 24.3 | 34.7 | 40.6 
Canada 4.51 2.9} 3.7] 6.5] 6.3 | 6.9 
Latin America 14.9] 2.6] 4.2] 5.4] 5.4] 5.9 
Other areas 4.5] 9.8} 8.6} 11.4 | 24.8 | 29.5 


Sources: Balance of Payments and Survey of Current 
Business for the years 1958-1973. 


any West European country except Britain, which is in first 
place. 

Compared with the foreign direct investments in the USA, 
the USA has six times more direct investments overseas (the 
figures for 1970 are $13,200 million and $78,100 million re- 
spectively). A picture of these investments is given in the fol- 
lowing table (end of the year; $1,000,000). 

We can thus see that the US direct investments in Western 
Europe are nearly double those of the West European coun- 
tries in the USA. The largest West European investors in the 
USA are Britain, the Netherlands and Switzerland. Britain 
is a traditionally heavy investor in the USA, while the 
Netherlands is the only country with more investments in 





EXPORT OF CAPITAL BETWEEN USA & WESTERN EUROPE 215 


US direct invest- West European 





ments in Western direct investments 
Euro pe in the USA 

1965 | 1970 1965 | 1970 

Britain 5,149 8,015 2,365 4,410 
FRG 2,417 4,579 206 675 
France 1,584 2,988 200 294 
Italy 972 4,524 88 400 
The Netherlands 698 4,495 1,304 onto! 
Belgium 585 4,510 198 338 

Other West European 
countries 2,521 4,763 1,244 1,877 
Western Europe, total 13,894 | 24,474 6,105 9,515 
4,996 


EEC, total 6,254 | 11,693 ; 3,528 


Sources: Survey of Current Business, September 1966, p. 39; October 1971, p. 38. 


the USA than American investments in her economy. At- 
tention is attracted by the considerable British direct in- 
vestments in the USA. They are equal to over 60 per cent 
of the US direct investments in Britain. As regards the FRG, 
France and Italy their direct investments in the USA are 
only equal to 10-14.3 per cent of the US direct investments 
in their own economies. 

Foreign direct investments in the USA are concentrated 
in relatively few branches: the manufacturing and oil-refin- 
ing industries and in insurance and finance companies. In 
1969 of the total of $11,818 million invested in the USA by 
foreign countries $2,493 million were put in the oil-refining 
industry, $5,344 million in the manufacturing industry, 
$2,189 million in finance and insurance, and $1,792 million 
in other branches. 

The pattern of these investments in 1970 is shown in the 
following table. (See p. 216.) 

From 1950 to 1970 the foreign investments in the US man- 
ufacturing industry increased 4.7-fold, while their ratio 
to the total direct investments rose from 33.5 to 42.7 per 
cent. During this period the investments in finance and in- 
surance companies doubled. There was a relatively faster 
growth of West European investments in the US oil-refining 
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West European Direct Investments in the USA 
by Industry in 1970 


(end of the year; $1,000,000) 














at Oil EOE nance arane and 
‘ota i ng in- | and insur- in- 
ADMEETY, rduateys ance TGustries 

Total 9,545 2,766 4,061 4,800 888 
Of whicb: 
Britain 4,110 4,209 4,391 1,135 375 
Switzerland 1,550 _ 4,152 351 47 
The Netherlands 2,124 1,311 652 58 100 
Other West Euro- 

pean countries 1,734 246 866 256 366 


Source: Survey of Current Business, October 1971, p. 38. 


industry: these showed a 6-fold increase in 1950-1970, rising 
from 11.9 to 29.1 per cent of the total. These three branches 
contained 90.7 per cent of the direct foreign investments in 
the USA in 1970. 

In 1955-1962 the West European direct investments in 
these three main branches remained at the level of 88 per 
cent of the total foreign investments; in 1970 they dropped 
to 66.1 per cent. 


5. Some Specifics of the Export of Capital 


The USA and the leading West European countries are 
the chief exporters of capital, and the struggle for spheres 
of investment is mainly between them. They have an im- 
mense surplus of capital due to their monopoly position in 
the capitalist world markets. Since the Second World War 
the gap between these industrialised states and the develop- 
ing countries has been widening. By exporting capital the 
US and West European monopolies look for more profitable 
spheres of investment than in their own countries. True, 
after the Second World War political considerations have 
been added to the profit motive in the export of capital. This 
is particularly true of the export of state capital. Economic 
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motivations continue to predominate in the export of private 
capital. However, private capital, i.e., the monopolies con- 
cerned, influence policy in the export of capital. 

The more rapid growth of American investments in West- 
ern Europe during the period 1955-1970 was due to many 
factors. 

First, the profit tax in most of the West European coun- 
tries is lower than in the USA. The French economist Pierre 
Uri, who was an adviser to the French Planning Commission 
and has been, since 1958, an adviser to the French represen- 
tative in the Common Market, wrote that “in Europe itself 
there is no country where there is the least discrimination be- 
tween the local companies and the subsidiaries of foreign 
companies. They have equal access to the markets and to 
the banking facilities”.* 

Hal B. Lary, an American expert on finance and trade, 
cited the following comparative statistics on profit taxes in 
the USA and Western Europe: USA 48, Belgium 27, France 
52, FRG 40, Italy 40, the Netherlands 43 and Britain 45 per 
cent.** Thus, France is the only country where the profit tax 
is higher than in the USA; in the other West European coun- 
tries it is lower. 

Second, in the industrial West European countries the 
workers have a high level of professional skill, although 
their labour productivity and, particularly, their wages are 
considerably below the US level. This difference likewise 
attracts the American monopolies. 

Third, the export of capital promotes the export of plant 
and services (transportation and so on), which in turn is a 
source of additional revenue improving the USA’s currency 
and payments relations. 

Fourth, the export of American capital to Western Eu- 
rope, especially to the Common Market, is stimulated by 
the striving to take advantage of the tariff-free trade in the 
EEC, to circumvent the Common Market’s customs barrier 
and thereby derive additional profits compared with com- 
modity exports from the USA, because these exports are sub- 


* International Financing and Investment, New York, 1964, p. 256. 
** Hal B. Lary, Problems of the United States as World Trader and 
Banker, National Bureau of Economic Research, New York, 1963, p. 70. 
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ject to the tariffs established for third countries. 

In all cases of direct investments abroad the profit rate is 
the decisive factor. 

In characterising the profits from direct investments over- 
seas, American statistics distinguish two forms, one of which 
is called earnings and the other income. 

The profit from direct investments overseas falls into 
several categories in accordance with the form of the invested 
capital: shares bring dividends; bonds yield interest; over- 
seas subsidiaries receive a profit. 

The profit from the American direct investments in foreign 
countries is shown by the figures quoted by the US Secretary 
of Commerce at a discussion of the balance of payments by 
the Senate Committee on Banking and Currency in March 
1965. 

These figures, sooner belittled than exaggerated, indicate 
that the US monopolies make a large profit out of the ex- 
ploitation of other peoples. True the profit rate is tending 
to diminish. During the initial years after the Second World 
War it averaged 15 per cent in industry, going to as high as 
18.5 per cent in the oil industry. Since 1960 the average 
profit rate has dropped, remaining at the level of 11 per cent 
throughout the subsequent years. The profit rate of the in- 
vestments in the oil industry has kept to the level of 12-13 
per cent during these years. The investments in other in- 
dustries, which do not total very much less than the invest- 
ments in the manufacturing and oil industries, likewise bring 
a profit of 10-11 per cent. 

In 1960 the profit rate of the American direct investments 
in Western Europe averaged 11.5 per cent, dropping to 8.4 
per cent in 1965 and showing 8.6 per cent in 1969. However, 
in the manufacturing industry it continued te keep to a level 
of around 12 per cent: 12.8 per cent in 1960 and 12.0 per 
cent in 1969. 

In 1970 the USA’s profit from its direct investments was 
$592 million in Britain, $623 million in the FRG, $300 mil- 
lion in Switzerland, $235 million in France, and $1,245 mil- 
lion in all the EEC countries. 

A particularly high profit is netted by the American mo- 
nopolies in what are termed as “other areas”, mainly the 
Middle Eastern states. In 1960 the USA’s investment of 
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$4,181 million in these “other areas” yielded a profit of 21.9 
per cent or $915 million. In 1969 its investment of $9,250 
million in these countries brought a profit of 25.4 per cent 
or $2,349 million. 

In the period 1960-1970 the total direct investments of 
the American monopolies in foreign countries gave them 
a profit of $61,748 million, of which $13,748 million or 22.1 
per cent came from Western Europe. 

A comparison of the total profits from the US direct in- 
vestments in Western Europe and from the West European 
investments in the USA gives the following picture 
($1,000,000): 


West European 


profits in the USA 


US profits in 
Western Europe 





1961 837 319 
1962 844 277 
1963 996 325 
1964 1,115 778 
1965 1,176 885 
1966 1,161 541 
1967 4,143 620 
1968 1,369 687 
1969 4,926 658 
1970 2,323 694 


Throughout these years the USA’s profits from its direct 
investments in Western Europe amounted to 19-20 per cent 
of the total profits from its aggregate overseas investments. 
This demonstrates that Western Europe is an important but 
not the only sphere of investment for United States capital. 
However, the profits of the West European countries from 
direct investments in the USA form the lion’s share of the 
total profits received in that country by foreign investors. 
In 1961 they amounted to 73.6 per cent, in 1965 to 69.1 per 
cent and in 1970 to 81 per cent of the total. Although the 
West European countries hold a predominant position in the 
total foreign direct investments in the USA, it would be an 
exaggeration to say that in exporting capital to the USA they 
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are seeking to secure greater economic influence in that 
country. The main concern of the West European monopo- 
lies is to prevent the Americans from holding the whip- 
hand over them. 


US imperialism’s economic expansion after the Second 
World War is dealt with extensively in literature, in which 
this expansion is analysed from different angles. The pres- 
ent-day specifics of the export of capital have been studied 
and it has been noted that there has been a narrowing down 
of the spheres of investment on account of the breakaway 
of a number of countries from the capitalist system and the 
formation of the socialist community. The downfall of im- 
perialism’s colonial system has likewise limited the exploi- 
tation of the developing countries by the imperialist states. 
Many of these countries have annulled not only political but 
also economic privileges for the monopolies of the industrial- 
ised states. They have nationalised some industries and 
established equal relations with all countries. Changes mir- 
roring the huge enhancement of the role of the bourgeois 
state have taken place in the forms of the export of capital. 
Capital is exported not only for superprofits but also for 
political, military and strategic considerations. The growth 
of capitalism’s parasitic nature must be underscored. This 
growth springs from the unprecedented intensification of 
the export of capital when, after a certain period, the coun- 
tries exporting capital begin to receive profits exceeding the 
total exported capital, and when, consequently, the economic 
growth of the country exporting capital begins to depend on 
the profits received through the exploitation of other coun- 
tries and peoples. 

However, this does not exhaust the new phenomena and 
specifics characterising the growth of capital exports after 
the Second World War. An analysis of this problem in the 
economic relations between the USA and Western Europe 
allows us to draw some conclusions about the economic and 
political relations of contemporary imperialism. 

When World War II ended the USA was the only impe- 
rialist power with colossal economic and financial resources 
and it set itself the objective of bringing the rest of the 
world under its economic domination. It did not, of course, 
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confine itself to economic means of implementing this pol- 
icy, but its economic and financial strength was the pre- 
condition for setting that objective. The export of capital 
was one of the key weapons of its struggle for world su- 
premacy. 

After the Second World War there were two main periods 
in the growth of exports of capital from the USA. 

During the first period the export of capital pursued the 
aim mainly of forming a US-sponsored aggressive imperial- 
ist bloc, in other words, the creation of the conditions for 
achieving the set objective by military means. This period 
witnessed the unparalleled growth of the significance of 
state exports of capital and the rise of new forms of that 
export in the shape of subsidies, grants-in-aid and diverse 
economic, technical and, in particular, military aid. 

In the second period, when military means of pressure 
proved to be inadequate, when the growth of the economic 
potential of the leading West European states intensified 
competition in the imperialist camp and gave rise to new 
inter-imperialist contradictions, US imperialism found it- 
self faced with the problem of preserving the unity of the 
imperialist camp. At that stage its prime concern was to re- 
tain the leadership of the capitalist world. This demanded 
new forms of economic expansion, the most important of 
which was the export of capital. Here we observe the second 
major specific of the post-war export of capital, namely, the 
huge growth of this export to industrial countries. 

In the early 20th century Lenin unerringly noted that in 
the quest for more profitable spheres of investment surplus 
capital was exported abroad, chiefly to backward countries, 
where the rate of profit was usually high for in these coun- 
tries capital was scarce, the price of land was relatively low, 
and labour and raw materials were cheap. This policy was 
particularly typical for Britain, where the “enormous ex- 
ports of capital are bound up most closely with vast colo- 
nies”.” It was precisely because of this predominant export 
of capital to colonies that Lenin called British imperialism 
colonial imperialism. To this day the larger part of the 
British exports of capital go to the developing countries. It 


* V_I. Lenin, Collected Works, Vol. 22, p. 343. 
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was only in recent years that there has been an increase of 
these exports to the continental countries of Western Europe. 

The export of capital to industrial countries is currently a 
specific of US economic expansion. Thus, most of the Amer- 
ican capital exported abroad is channelled to two main in- 
dustrial regions: Western Europe and Canada. If we take 
only the US private investments in foreign countries we 
shall find that the proportion of these investments in Western 
Europe and Canada amounted to 56.9 per cent in 1950, to 
56.7 per cent in 1960 and to 61.6 per cent in 1970. 

The scale on which US capital is exported mainly to in- 
dustrial countries is unprecedented in the history of the eco- 
nomic relations between imperialist countries and charac- 
terises US imperialism as a world exploiter. The enhanced 
economic potential of the West European imperialist states 
and the disintegration of the colonial empires have forced 
the imperialists to work out joint programmes of aid to the 
countries that have shaken off colonial rule and try to keep 
them within the orbit of imperialist exploitation. This was 
the origin of the Colombo Plan, the Alliance for Progress 
and various other aid programmes. 

The launching of these programmes as means of subju- 
gating the liberated countries and the creation of interna- 
tional agencies for the attainment of that aim on the basis 
of a partnership between the USA and the West European 
imperialist powers are another specific of the post-war export 
of capital. 

However, in parallel, the struggle between the USA and 
the West European powers for economic domination of the 
developing countries continues to mount. 

Under imperialism the export of capital plays an excep- 
tionally vital role and, as many other phenomena of the 
capitalist mode of production, it strikingly embodies its 
contradictory inner essence. 

It helps to subjugate the recipient countries economically 
but, at the same time, promotes the development of the pro- 
ductive forces, the growth of production in the countries im- 
porting capital and thereby increases their economic poten- 
tial, and, consequently, strengthens their independence. A 
factor of economic expansion, it facilitates the export of 
goods and helps to promote trade, but, at the same time, it 
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aggravates the inter-imperialist struggle for markets and 
spheres of investment. This struggle has time and again 
erupted in war, the two world wars being the most vivid 
examples. While promoting foreign trade, drawing more 
and more countries into the sphere of the capitalist mode 
of production and increasing the demand and requirements 
of ever wider sections of the population, it enlarges the sphere 
of capitalist exploitation and oppression and leads to the 
further concentration of economic and political power in the 
hands of the richest monopolies that exploit the whole cap- 
italist world, to the formation of a small group of industrial 
countries that grow richer through the exploitation of hun- 
dreds of millions of people. 

All these economic, political, class and national contra- 
dictions generated by the export of capital are to be observed 
in the post-war relations between the USA and the West 
European countries. 

The various forms of the export of capital play different 
roles in the deepening and aggravation of the contradictions 
inherent in modern capitalism. For example, the export of 
state capital in the form of loans, subsidies and so on mainly 
affects inter-state interests and is not reflected directly in 
class relations. The export of private capital, particularly 
in the form of direct investments, is quite a different matter. 
It affects not only inter-state relations, i.e., the relations be- 
tween the bourgeoisie of the two countries concerned, but 
also the class relations between the bourgeoisie of the country 
exporting capital and the workers of the country where for- 
eign monopolies set up their subsidiaries. Here we shall 
deal with the first group of contradictions, i.e., with the re- 
lations between the monopoly bourgeoisie of the USA and 
the West European countries arising from the export of 
American capital to Western Europe. 

Under imperialism, particularly under state-monopoly 
capitalism, the economic and political interests of monopoly 
capital closely intertwine. In the policy of exporting capital 
the stress is laid sometimes on economic and sometimes on 
political interests. As we have seen, during the initial years 
after the war the US monopoly bourgeoisie preferred to utilise 
the export of state capital in order to create favourable con- 
ditions for the export of private capital. Here the accent 
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was unquestionably placed on the political interests of US 
imperialism, although the monopolies amassed huge wealth 
as a result of these operations. Since 1955 there has been an 
increase in the export of private capital from the USA to 
Western Europe. The monopolies are, of course, mainly con- 
cerned with getting a larger profit than they can receive in 
their own country, in other words, economic interests receive 
priority. But it would be wrong to overlook the political 
significance and the political consequences arising from the 
participation of US private capital in the economy of the 
West European countries. 

For the American monopolies, which are out to dominate 
the markets of the capitalist world, it is important to pene- 
trate and gradually seize control of the markets of Western 
Europe. This is the bone of contention in the heightening 
struggle between the giant US monopolies and the monopoly 
groups in the West European countries. 

In Western Europe the monopoly bourgeoisie is acutely 
aware of the danger of fighting US capital and, therefore, 
while using American economic aid for the economic devel- 
opment of their countries it takes every precaution to prevent 
itself from falling into bondage, from being dispossessed of 
its economic independence. There are no grounds for believ- 
ing that this struggle will abate. On the contrary, the con- 
tradictions between the imperialists on the soil of the export 
of capital will continue to grow. This is seen also in the 
increasing difficulties in foreign trade and in the monetary 
and payments relations between them. 





J 





CHAPTER NINE 
TRADE BETWEEN THE USA AND WESTERN EUROPE 


1. A General Characteristic 
of Foreign Trade 





During the past two decades trade between the USA and 
Western Europe has been influenced by their uneven econom- 
ic development. This influence extended to the trade between 
individual West European countries and between industrial 
and developing states. The rate of growth of international 
trade was discordant to the rate of growth of industrial out- 
put in individual countries and areas. 

Since 1948 the foreign trade of some West European coun- 
tries has been growing faster than their industrial output. 
The index of the volume of world trade is as a whole higher 
than the index of the growth of world production. For the 
period from 1963 to 1972 these indices were: world produc- 
tion 165; world exports 213; and world imports 212.* 

However, the ratio between the growth rates of indus- 
trial production and foreign trade is dissimilar in the different 
countries. In the USA industrial output increased faster than 
foreign trade in the period from 1950 to 1957. After 1957 the 
export growth rate had been almost entirely commensurate 
with the rate of growth of industrial production. In Western 
Europe exports maintained a higher growth rate than indus- 
trial development for many years. 

In Western Europe the foreign trade growth rate was 
higher than in the USA. In 1948-1965 exports increased 110 
per cent in the USA, over 340 per cent in Western Europe 
and 360 per cent in the Common Market countries. The 


* Monthly Bulletin of Statistics, September 1973, pp. X-XI. 
13—1867 
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increase in the period from 1965 to 1971 is shown in the 
table below. 

The accelerated growth of foreign trade after the Second 
World War was due to the general factors of capitalism’s 
post-war economic development and to the specifics of the 
development of international trade. 

These factors include, first, the expansion of the manufac- 
turing industry, the appearance of the nuclear power, elec- 
tronics, radio engineering and other new industries, the 
modernisation of old industries and the automation of some 
industries, which required heavy investment in fixed capital. 
Second, there was agriculture’s reorganisation into a major 
capitalist industry with the broad use of machines, fertilisers, 
herbicides and pesticides. Also an important factor was the 


Industria] Production and Export Indices 
in the USA, Western Europe and the EEC in 1965-1971 





(1963=100) 
| 1965 | 1968 | 1969 | 1970 | 1974 

USA 
Industrial produc- 

tion 145 133 139 139 139 
Exports 414 136 144 164 166 
Western Europe 
Industrial produc- 

tion 442 428 139 146 449 
Exports 120 156 177 193 
EEC 
Industrial produc- 

tion 141 428 1441 149 
Exports 124 168 194 242 152 


Sources: Obzor IMEMO for 1971 and early 1972; Monthly Bulletin of Sia- 
tistics, October 1971, pp. 33, 135. 


demand for capital equipment in countries that had achieved 
liberation from colonial rule and had started out on indus- 
trialisation. Here, too, a certain role was played by the 
export of capital. 
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New factors appeared also in the sphere of circulation after 
the Second World War. International trade was promoted 
by a liberalisation policy, in other words, by the gradual 
annulment of import quotas and the lowering of customs 
barriers; by the development of economic integration and the 
internationalisation of capital; by easier credit terms; by the 
introduction of partial convertibility of currencies; by the 
growth of international trade in armaments, and so on. 

Being itself the result of fundamental structural changes 
in the economy of contemporary capitalism, the growth of 
international trade influenced the development of that 
economy. 

The expansion of international trade and the uneven de- 
velopment of trade between the USA and the leading West 
European countries inevitably aggravated the competition 
and struggle for control of markets. 


2. Trade Between the USA and Western Europe 


Two outstanding features may be noted in the trade be- 
tween the USA and Western Europe in the period from 1955 
to 1970. The first was that despite its intensive growth West- 
ern Europe’s share of the American export did not achieve 
its pre-war level. After the First World War Europe’s share 
of the USA’s exports was: 52.7 per cent in 1921-1925, 46.8 
per cent in 1926-1930, 47.4 per cent in 1931-1935, and 41.4 
per cent in 1936-1940. In 1946-1953 this share dropped from 
42.7 to 18.1 per cent and from 1953 onwards it began to climb 
slowly. Although there was a small drop in 1962, Western 
Europe accounted for 32.6 per cent of the USA’s exports in 
1964. There was a further rise, to 33.5 per cent, in 1970, but 
this was still short of the pre-war level. 

The second feature was the more rapid growth of Western 
Europe’s share of the USA’s imports: 22.6 per cent in 1956, 
29.7 per cent in 1965 and 30.0 per cent in 1970. 

Western Europe is a major market for American goods 
and the USA is making every effort to increase its exports 
to that part of the world. In the USA’s imports Western 
Europe likewise occupies an important place, but it runs 
second to Latin America. 


15* 
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Whereas trade with Western Europe is of great, in fact 
paramount, importance in the USA’s overall commerce, in 
Western Europe’s trade the USA contributes a substantially 
smaller share: 8.4 per cent in exports and 8.2 per cent in 
imports in 1971. 

US Export-Import Trade, Total and With Western 
Europe in 1956-1972 
($1,000 million) 


| 1956 | 1960 | 1965 | 1970 | 1971 | £972 


Exports 
Total 17.0 | 18.9 | 26.9 6 | 43.5 | 48.9 
To Western Europe 5.2] 6.3] 8.6} 14.3 | 13.9 | 14.7 
Share to Western Europe, 
per cent 30.7 | 33.4 | 32.4 | 33.5 | 31.5 | 30.4 
To the EEC 2.9| 3.5| 4.9] 8.3] 8.3] 8.7 
Share to EEC, per cent 17.4 | 18.3 | 18.3 | 19.6 | 19.4 | 18.0 
imports \ 
Total 12.8 | 15.0 | 20.8 , 38.9 | 45.5 | 55.3 
From Western Europe 2.9) 4.2] 6.2 | 11.2 | 13.0 | 15.4 
Share from Western Europe, 
per cent 22.6 | 27.9 | 29.7 | 30.0 | 29.0 | 27.8 : 
From the EEC 14] 2.38] 3.4] 66] 7.7] 9.4 
Share from the EEC, per 
cent 10.8 | 15.4 | 46.5 | 17.4 | 47.0 | 16.5 
Sources: Statistical Abstract, 1960, p. 892; Monthly Bulletin of Statistics, June 
1966, June 1971, June 1972; Teureey No. 12, £973, p. 38. 





Reciprocal commercial intercourse, which is showing a 
steady increase, predominates in the foreign trade of the 
West European countries. It accounted for 47.8 per cent of 
their total exports in 1948, topping the 50 per cent mark from 
1951 onwards: 53.2 per cent in 1958, 64.9 per cent in 1964, 
64.3 per cent in 1970 and 68.2 per cent in 1972. True, the 
share of the trade with the USA is likewise growing, but this 
is taking place unevenly and, moreover, throughout the post- 
war years the USA has never accounted for more than 10 
per cent of West European exports and for over 13 per cent 
of its imports. 
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As regards trade between the West European economic 
blocs and the USA, attention is attracted by two facts: first, 
the EEC’s share of the USA’s exports has been from 50 to 
100 per cent larger than that of the European Free Trade 
Association. In imports though this share was somewhat 
smaller it nevertheless exceeded 50 per cent. Second, the rate 
of growth of the USA’s exports to and of its imports from the 
Common Market was higher than the growth rate of its trade 
with the EFTA. For example, the USA’s exports to the EEC 
increased by 70 per cent in 1956-1965 and 200 per cent by 
1972; its exports to the EFTA increased by 60 and 160 per 
cent respectively. In the period from 1956 to 1972 the USA’s 
imports increased by 550 per cent from the EEC and by 210 
per cent from the EFTA. It must be added that the volume 
of goods manufactured by American subsidiaries in Western 
Europe is more than double the volume of US exports to that 
area. 

US exports to Western Europe consist of three approxi- 
mately equal parts: farm produce, industrial raw materials 
and manufactured goods. There is ruthless competition in all 
these categories. 

A large proportion of the US exports to Western Europe 
consists of farm produce (including cotton). In 1952 this 
group of exports totalled $3,456,300,000, of which 43 per 
cent, or $1,488,500,000 went to Western Europe. In 1960 the 
total was $4,802,000,000, with Western Europe receiving 42.9 
per cent, or $2,059,100,000; in 1970 Western Europe account- 
ed for 35.5 per cent ($1,858 million) of the total of $5,256 
million; in 1971, 38.3 per cent ($2,081 million) of the total 
of $5,432 million. 

These statistics show that Western Europe is a large con- 
sumer of American farm produce. 

During the decade from 1952 to 1962 Western Euro- 
pe’s share of the US farm exports never fell below 40 
per cent. Since 1963 this share has been somewhat decreas- 
ing. 

Further, Western Europe is a heavy importer of Amer- 
ican machines and transportation means (including cars and 
civilian aircraft). In 1965 this category of US exports totalled 
$9,613 million, of which 27.4 per cent, or $2,635 million, went 
to Western Europe; in 1970, the total was $17,014 million, 





230 THE USA AND WESTERN EUROPE 





of which 30.8 per cent, or $5,248 million, went to Western 
Europe. 

Electrical equipment forms a large proportion of this group 
of goods. US exports of this equipment in 1965 amounted to 
$1,661 million, of which 35 per cent, or $580 million, was 
directed to Western Europe; in 1970, the total amounted to 
$2,999 million, of which 36.2 per cent, or $1,086 million, went 
to Western Europe. 

There has been an increase in the export of other groups of 
commodities, particularly chemical products, which grew by 
almost 500 per cent in 1952-1965. Western Europe absorbed 
36.6 per cent of the American exports of chemical products in 
1965 and 40 per cent in 1970. 

Structurally, US imports from Western Europe differ sub- 
stantially from its exports to that area. The import of West 
European farm produce began in 1956. At first this consisted 
of special brands of wines and liquors, but later the assort- 
ment was widened. Imports of this group amounted to 
$355,100,000 in 1960 and to $586,000,000 (14.3 per cent of 
the total imports) in 1965. 

Since 1958 the USA has been importing beef and 
beef cattle from Western Europe. That year the USA’s 
beef and beef cattle imports totalled $468,800,000, of 
which $89,200,000 worth came from Europe. In 1965 these 
imports from Western Europe amounted to $111 million. 

In Western Europe the Common Market is the principal 
supplier of farm produce to the USA. In 1963 it accounted 
for 45.6 per cent ($238 million worth) of Western Europe’s 
sales of this produce in the USA, and in 1965 for 46.1 per 
cent ($270 million worth). 

The largest category of US imports from Western Europe 
consists of manufactured goods (semi-finished and finished 
articles). The USA receives from Western Europe about 90 
per cent of its car imports, 70-80 per cent of its ferrous metals 
imports, 55-65 per cent of its machine and equipment imports, 
45-50 per cent of its chemical imports, 40-45 per cent of its 
textile imports. Moreover, it imports from Western Europe 
non-ferrous metals, ferroalloys, paper, glass, glass articles, 
leather, hides and a negligible amount of oil products and 
sawn timber. In recent years it has begun to import fish from 
Western Europe. 
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The import of West European cars was started in the USA 
in 1957 and rose steeply on account of the demand for small, 
economical cars following one of the cyclic recessions: 
$332,900,000 in 1957, $548,200,000 in 1958 and $823,300,000 
in 1959. In 1960 these imports were slowed down on account 
of the improvement of the overall business situation and of 
the gearing of the American car industry to the production 

| of more economical cars. In 1965 the West European coun- 
tries, chiefly Britain and the FRG, exported $760 million 
worth of cars to the USA. 
Machines and equipment occupied first place both for their 
total and share in this group of imports from Western Europe. 
In 1952 the USA's imports of machines and equipment to- 
) talled $353,800,000, of which 51.6 per cent ($182,500,000) 
was supplied by Western Europe. In the American imports of 
machines and equipment Western Europe accounted for 
65.4 per cent in 1955, 58.8 per cent in 1960 and 49.3 per 
cent in 1965. 

The main exporters of machines and equipment to the USA 
were the EEC and Britain (which entered the EEC in 1973). 
In 1965 of the total of $887 million worth of machines and 
equipment imported by the USA from Western Europe 53.7 
per cent ($476 million) came from the EEC countries and 
28.2 per cent ($250 million) from Britain. 

Steel and rolled stock are a major item in the USA’s 
imports from Western Europe. In 1952-1965 these imports 
more than trebled, increasing from $151,100,000 to 
$534,000,000. Their share of the total volume of steel and 
rolled stock imports from Western Europe rose from 70.8 per 
cent in 1952 to 80 per cent in 1958, then dropped to 46.8 per 
cent in 1965. 


The biggest suppliers of steel and rolled stock to the USA 
are Belgium, the FRG, France and Britain. 
A large proportion of the USA’s imports of chemicals 
(over 42 per cent) and textiles (40 per cent) come from West- 
ern Europe. As in the case of other manufactured goods, 
| chemicals are imported by the USA chiefly from the EEC 


countries. In 1965 of the USA’s total chemical imports from 
Western Europe 61.4 per cent ($202 million) were from the 
EEC and 16.4 per cent ($54 million) from Britain. 
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3. The Growing Struggle Between the USA and Western 
Europe for Third Country Markets 


During and immediately after the Second World War the 
USA took advantage of the situation to seize dominant posi- 
tions in the markets of the capitalist world. 

It stepped up its exports to Latin America in order to 
turn the whole of the American continent into an adjunct 
of its economy. Further, it sought to break up the regional 
economic blocs that had been set up on the basis of the colo- 
nial empires of the European imperialist powers in Asia and 
Africa. 

Until the Second World War the USA had occupied 
the commanding heights in the economy of some Latin 
American countries, notably in the Caribbean. After the 
war the USA’s share in the imports of the Latin American 
states increased while Western Europe’s share dropped by 
almost 50 per cent. But in subsequent years the USA’s share 
gradually began to diminish, while that of Western Europe 
to grow although it has not yet regained its pre-war di- 
mensions. 

Before the war Western Europe had been a_ heavier 
exporter to Latin America than the USA, but in 1948 the 
USA exported 150 per cent more goods to that area than 
Western Europe. At present the US contribution to the 
total exports to Latin America has dropped from 51.6 to 
37.4 per cent, but it is still higher than the contribution 
from Western Europe. The USA has thus been able to 
preserve certain advantages in the imports of that area. 

In Latin American exports, too, the USA’s share rose 
from 30 per cent in 1938 to 37.2 per cent in 1948 and to 
44 per cent in 1955. However, since 1955 this share has 
been steadfastly dropping, coming down to the 1938 level 
of about 30 per cent in 1969-1970. 

Western Europe plays a larger part in Latin America’s 
exports than in its imports (33.8 per cent in exports and 
30.5 per cent in imports in 1970). Also indicative is the 
fact that nearly two-thirds of Western Europe’s trade with 
Latin America is handled by the six original member states 
of the EEC. Compared with the pre-war pattern, Britain’s 
role in Latin American trade has grown substantially 
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Share of the USA, Wesfern Europe, the EEC, the EFTA 
and Britain in Latin American Imports 


($1,000,000) 


| 1938 | 1948 | 1960 | 1970 | 1974 | 1972 


Total Latin American im- 


ports 1,540] 6,180] 8, 350/18 590/19, 760/23 050 
Imports from the USA 495} 3,190) 3,440] 6,480] 6,420) 7,240 
per cent 32.4 | 54.6 | 41.2 | 34.9 | 32.5 | 31.4 
From Western Europe 585} 1,290} 2,600) 5,510} 6,210) 7,130 
per cent 38.0 | 20.9 |} 34.4 | 30.0 | 34.4 | 30.9 
From the EEC 335] 495)1,570 13,320 | 3,630) 4,360 
per cent 21.7 8.0 | 17.8 |] 18.0 | 18.4 | 19.0 
From the EFTA 235] 740; 900) 1,840) 2,160) 2,330 
per cent 15.2 | 12.0] 10.8] 9.9] 10.9 | 10.9 
From Britain 485} 480) 1,000) 1,240} 1,250 
per cent 7.8 5.7] 5.4] 5.3] 5.4 


Sources: Yearbook of International Trade Statistics, 1963, United Nations, New 
York, 1965, pp, 12-15, 20-29; Monthly Bulletin of Statistics, June 1966, 
June 1971, June 1972, June 1973. 


weaker. She has lost much more ground in that continent 
than Western Europe as a whole. 

During the war trade between the Latin American 
countries and Germany came to a standstill, but in the 
1960s the FRG accounted for 9 per cent of that continent’s 
exports and for 8 per cent of its imports. It has thus over- 
taken Britain and until the EEC’s enlargement accounted 
for nearly half of that community’s trade with Latin 
America. 

Although the FRG’s share of the Latin American trade 
cannot, of course, compare with that of the USA, but taken 
together the Common Market is a very serious competitor 
of the USA in that area. In 1955 the Common Market 
absorbed 15.6 per cent of the Latin American exports as 
against 44.0 per cent by the USA, but in 1970 the gap nar- 
rowed to 21.2 as against the USA’s 30.1 per cent. In 1955 
the Common Market’s share in the imports of Latin Amer- 
ican countries amounted to 16.1 per cent as against the US 
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share of 41.5 per cent, in 1972 it was 18.6 and 31.4 per 
cent respectively. 

Africa has long been the domain of the European impe- 
rialist powers. While the US exports to Africa increased 
very considerably immediately after the war (from 7.4 per 
cent in 1938 to 15.2 per cent in 1948), trade in that con- 
tinent continues to be dominated by Western Europe. 

Although Western Europe’s share of Africa’s imports 
decreased markedly after the war, it soon regained its for- 
mer level, and exceeded that level by 7 per cent in 1960. 
After 1960 there was a decline, but in subsequent years the 
pre-war level was maintained. The USA’s share increased, 
but Africa imports over five times more goods from West- 
ern Europe than from the USA. 

African exports to the USA increased from $37 million 
in 1938 to $775 million in 1965, $880 million in 1970 and 
to $1,190 million in 1972. In terms of the total this signified 
a rise from 3.7 to 8.9 per cent in 1960 and a drop to 6 per 
cent in 1970. Africa’s exports to Western Europe likewise 
showed an increase (from $785 million in 1938 to $6,220 
million in 1965, to $9,770 million in 1970 and to $9,060 
million in 1972), but Western Europe’s share of Africa’s 
total exports fell from 77.7 to 66.1 per cent. Nevertheless, 
almost seven times more African exports go to Western 
Europe than to the USA. Western Europe remains Africa’s 
principal trade partner. Since 1948 Western Europe’s share 
of the African trade has not changed, but whereas the 
EEC’s contribution to Africa’s imports and exports increased 
from 22.3 to 34.2 per cent and from 35.2 to 42.5 per cent 
respectively, Britain’s share dropped from 22.1 to 12.6 per 
cent in imports and from 27.9 to 15 per cent in exports. 

The sharp economic struggle between the USA and West- 
ern Europe embraces the Middle East as well. West Euro- 
pean economic interests had for many years been predomi- 
nant in that area. However, the USA has considerably 
strengthened its position in the Middle Eastern economy 
since the war, more than quadrupling its contribution to 
that area’s imports. Prior to the war this contribution was 
insignificant both in absolute terms and in percentage of 
the total import trade (4.4 per cent in 1938). Today the USA 
occupies an appreciable place in the imports of that area 
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Share of the USA, Western Europe, the EEC, 
the EFTA and Britain in Africa’s Imports 


($1,000 000) 





| 1938 | 1948 | 1960 | 1970 1974 | 1972 





Africa’s imports, tota] }1,550 [5,120 |8,020 | 141,930] 13,730] 15,270 


From the USA 415 770 750 990) 4,050 980 
per cent 7.4 | 15.2 9.3 8.3 7.6 6.4 
From Western Europe| 880 |2,490 |5,100 |6,500 | 7,350) 3,460 
per cent 96.8 | 48.6 | 63.4 | 54.5 | 53.5 | 55.4 
From the EEC 465 |1,140 |3,250 | 4,300 | 4,830} 5,660 
per cent 30.0 | 22.3 | 40.5 | 36.4 | 35.2 | 37.4 
From the EFTA 400 14,280 |1,750 |41,940 | 2,260] 2,460 
per cent 25.8 | 25.0 | 24.8 | 16.3 | 16.5 | 16.4 
From Britain 360 [1,130 |1,360 |1,110 | 1,490] 1,450 
per cent 23.2 | 22.4 | 16.9 9.3 | 10.8 9.5 


Sources: Eitoor of International Trade Statistics, 1963, pp. 12-15, 20-29; 
onthly Bulletin of Statistics, June 1966, June 1974, June 1972, 
1 une 1973. 
(18.1 per cent in 1970), having outstripped Britain as early 
as 1960. 

Western Europe’s share of the Middle Eastern import 
trade decreased sharply after the war (from 47.2 per cent 
in 1938 to 38.1 per cent in 1948), but the pre-war level 
was restored by 1960. However, in subsequent years this 
share dropped on account of strong competition from the 
USA. In the case of the Common Market countries their 
share initially grew from 11.2 to 26.4 per cent in 1948- 
1960 and to 27.1 per cent in 1972. This curve has been in- 
fluenced, of course, by the cyclic fluctuations in the indus- 
trial output of these countries, but these very same fluctua- 
tions still further heighten the competition between the 
USA and the EEC. True, the Middle East imports nearly 
three times as much from Western Europe as from the USA, 
but the growth rate of the imports from the USA is higher 
than from Western Europe. 

The pattern is quite different in the Middle Eastern 
export trade. Western Europe buys half of the exports of 
that area, while the USA occupies a very modest place in 
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these exports both in absolute terms and in percentage of 
the total. 

Two features must be noted in the Middle East exports 
to the USA: first, although in absolute terms these exports 
are growing, the USA’s share of the total has been steadily 
decreasing (from 7.8 per cent in 1955 to 3.6 per cent in 
1970); second, in absolute terms over 10 times more is 
exported to Western Europe than to the USA (in 1970 
$4,700 million as against about $400 million). 

Also significant is the fact that the USA exports 3-4 
times more goods to the Middle East than it imports from 
that area. This gives it a favourable trade balance with 
the Middle East. On the contrary, West European exports 
to that area are much less than its imports ($3,370 million 
as against $4,730 million in 1970). Consequently, this gives 
it an unfavourable balance of trade with that area. 

Britain’s share of the Middle East import trade has been 
decreasing: from 21.5 per cent in 1948 to 10.4 per cent in 
1970 and to 10.7 per cent in 1972. 

The statistics on the USA’s and Western Europe’s trade 
with third countries enable us to draw some conclusions. 

First, the USA has considerably improved its position 
in the trade with all the major areas of the world since 
the Second World War. 

Second, its most serious rival in almost all the areas of 
the world is the Common Market, which is second to the 
USA only in Latin America. 

In all regions, except Latin America, although the USA 
has increased its share, it still on the whole occupies a rela- 
tively small place in the trade of the countries of the ster- 
ling zone, the Middle East and Africa. 

However, despite their sharp rivalry in the markets of 
the developing countries, the USA and the leading West 
European powers frequently form a united front against 
these countries, imposing upon them their terms of trade 
in manufactured goods, raw materials and foodstuffs. 

The above trends are confirmed also by the statistics on 
trade between the USA and Western Europe, on the one 
hand, and the developing states taken together, on the other. 

Trade between the industrial capitalist countries and 
the developing states is a major problem of world trade, 





se 
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and its analysis ranges beyond the framework of our sub- 
ject. However, it must be emphasised that exports from 
the industrial states are growing in both absolute and 
relative terms, while from the less developed countries they 
are diminishing as compared with the world’s total exports 
despite their increase in volume. In the period from 1953 
to 1964 exports increased by 140 per cent from the indus- 
trial countries and by only 60 per cent from the less devel- 
oped states. In 1970 the industrial countries accounted for 
81.1 per cent of the capitalist world’s exports. 

The contraction of developing countries’ share of the 
capitalist world’s trade widens the gap between their export 
earnings and their import requirements. At a conference of 
foreign trade experts from different countries in September 


Share of the USA, Western Europe, 
the EEC, the EFTA and Britain in the Import 
trade of the Middle East 


($1,000,000) 


| 1938 | 1948 | 1960 | 1970 | 1974 | 1972 


Imports, total | 580 |1,210 | 4,230 7,070 8,480 10,160 
From the USA | 32 295 680 1,070 1,390 1,630 


per cent 4.4 |] 13.2 45.5 415.4 15.9 15.4 
From Western 

Europe 340 850 2,080 3,060 3,650 4,840 

per cent 47.2 | 38.4 47.4 43.2 43.1 45.6 
From the EEC} 215 250 4,160 4,810 2,130 2,880 

per cent 29.9 | 11.2 26.4 25.6 25.1 27.1 
From the EFTA| 120 530 810 4,150 4,380 1,740 

per cent 16.7 | 23.8 18.5 16.3 16.3 16.4 
From Britain 410 480 600 740 920 1,140 

per cent 15.3 | 24.5 13.7 10.4 10.8 10.7 


Sources’ Yearbook of International Trade Statistics, 1963, pp. 12-15, 20-29; 
Monthly Bulletin of Statistics, June 1966, June 1971, June 1972, June 
1973. 


1963 it was held that this gap could be narrowed if aid 
was substantially increased to these countries and if their 
annual real income growth reached the level of 5 per cent. 
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But even if this were achieved, experts believe that the gap 
will still be formidable in the 1970s.* 

The share of the world’s trade between industrial coun- 
tries is growing. From 60 to 70 per cent of the exports are 
between the industrial countries themselves and only some- 
what above 20 per cent go to the developing states. In 1970 
the exports of the industrial countries amounted to $224,700 
million. Of this total 76.7 per cent ($172,700 million) was 
divided among the industrial countries themselves, and 
only 19.1 per cent ($42,800 million) went to the developing 
states. On the other hand, 70 per cent of the exports of the 
developing states (74.2 per cent in 1970) go to the industrial 
countries. 

Inasmuch as the industrial countries are the main consum- 
ers of the exports from the developing states, the latter’s 
export trade depends on their demand. The prices for the 
commodities exported by the developing states are fixed by 
the industrial countries. 

During the initial years after the war, particularly, in 
1950-1952, there was a rapid growth of the demand for 
raw materials from developing states and, consequently, a 
rise in prices was observed. 

The US economy, for example, depends to a large extent 
on the imports of many vital industrial raw materials. It 
imports 100 per cent of its tin, columbite, tantalum ore, 
diamonds, natural rubber, jute, sisal hemp, henequen, and 
raw silk, 88 per cent of its manganese ore, 97 per cent of 
its ferromanganese and nickel, 76 per cent of its bauxites, 
92 per cent of its chromium ore, 89 per cent of its antimony, 
88 per cent of its cobalt, 92 per cent of its beryllium, 89 
per cent of its graphite, over 60 per cent of its cadmium 
and bismuth, 57 per cent of its tungsten, 52 per cent of its 
zinc, 56 per cent of its lead, 35 per cent of its copper, 18 
per cent of its iron ore, 15 per cent of its oil, and other 
essential materials.** The growth of the US and West 
European demand for prime materials from the developing 


* New Directions for World Trade, Proceedings of a Chatham 
House Conference, September 16-24, 1963, London, New-York, Toronto, 
1964, p. 8. 


** Ekonomika kapitalisticheskikh stran, Statistichesky sbornik, Moscow, 
1959, p. 523. 
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countries during the “Korean boom” was sparked in 1950 
by the war in Korea, which was one of the major military 
actions by US imperialism in its preparations for a major | 
war. 
In 1950 and particularly in 1951 the prices for industrial | 
prime materials rocketed, rising by 60 per cent in two 
years, while the prices for finished articles increased by 
only 15 per cent. 
In 1954 the prices for prime materials dropped by almost 
30 per cent, but there was only an insignificant drop in the 
prices for finished articles. 
The heightened business activity and the rise of indus- 
trial production as a result of the renewal of fixed capital 
forced the prices for industrial prime materials up again 
in 1955, while the prices for finished articles began to climb 
in 1956. The stepped-up commercial activity increased the 
demand for raw materials, and prices rose accordingly. 
However, this time the price rises were small both in scale 
| and duration. This is shown by the data on the correlation 
of the indices of the export and import prices of the indus- 
trial and developing countries for 1957-1960. In the indus- 
| trial countries these indices climbed steadily: 98 in 1957 
(1953=100), 102 in 1958, 104 in 1959 and 1960. In the 

developing states, on the contrary, it dropped: 98 in 1957, 

96 in 1959 and 95 in 1960.* | 

The same trend was observed in the 1960s. In 1970 
(1963100) the index of export prices rose in the indus- 
trial countries to 114 and in the developing states to 110.** 

In 1961 the prices for raw materials dropped another 
8-4 per cent compared with 1960, falling to the lowest level 
since the war. 

One of the reasons for the decreasing demand for raw 

materials in the industrial countries was the growth of the 
output of synthetic raw materials in the total value of their 
industrial product. According to the computations of GATT 
experts cited in the Economic Review of the Capitalist 
Countries in 1959, the proportion of raw materials in the 
overall value of the capitalist world’s industrial output fell 


| * Ekonomika kapitalisticheskikh stran v 1960 g., Moscow, 1961, p. 248. 
** Monthly Bulletin of Statistics, October 1971, p. XVI. 
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from 28 per cent in 1938 to 21 per cent in 1954 (18 per cent 
natural and 3 per cent synthetic raw materials). Since then 
this trend has become more pronounced. On the other hand, 
the proportion of synthetic raw materials has increased. All 
this could not, of course, have failed to lead to a further 
relative reduction of the demand for the raw materials 
exported by the developing countries. 

While the West European countries have in some meas- 
ure banded together in their foreign trade policy, notably 
in their import policy toward the developing states, a 
mounting struggle is raging among them and with the USA 
in order to restore the positions they have lost in these raw 
material-rich states. Although they have made considerable 
headway in that direction they have not entirely restored 
the pre-war balance in the capitalist world market. 

The changes that have taken place in the contribution 
of the leading capitalist countries to the import trade of 
the developing states are shown in the following table. 


Share of the USA, Western Europe, the EEC, 
the EFFA and Britain in the Import Trade of 
the Developing States 


($1,000,000) 
| 1938 | 1948 | 1960 | 1970 | 1971 | 1972 


Imports, total | 5,700)18,600] 30,000 | 57,690 | 62,940 74,860 
From the USA 820) 5,070) 6,510 | 12,600 | 12,910 43,630 


per cent 14.4 |27.0 | 24.7 21.8 20.0 49.0 
From Western 
Europe 1,980| 5,290] 11,630 | 18,820 | 21,550 | 24,790 


per cent 34.7 128.4 38.8 32.6 33.4 34.5 
From the EEC} 1,050) 2,450) 6,750 | 11,530 | 412,860 | 415,200 
per cent 18.4 {14.6 | 22.5 20.0 20.0 21.4 
From the EFTA] 880} 2,970] 4,530 6,490 7,790 8,510 


per cent 15.4 |16.0 15.4 41.2 12.4 11.8 
From Britain 760) 2,470) 3,350 3,950 5,090 5, 230 
per cent 13.3 |43.3 11.2 6.8 7.9 V2 


Sources: Yearbook of International Trade Statistics, 1963, pp. 12-15, 20-29; 
Monthly Bulletin of Statistics, June 1966. June 1974, June 1972, 
June 1973. 
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Compared with the pre-war years, the USA’s struggle 
for markets, for more trade, has by no means been unsuc- 
cessful. Immediately after the war, naturally, there was a 
drop of Western Europe’s share of the exports to the 
developing states (from 34.7 per cent in 1938 to 28.4 per 
cent in 1948). However, in 1960 it was well above the pre- 
war level, but then began to drop and in 1972 approxi- 
mately reached the pre-war level (34.5 per cent as against 
34.7 per cent). 

The USA’s share nearly doubled after the war, rising 

| from 14.4 per cent in 1938 to 27 per cent in 1968. In 1960 
it fell to 21.7 per cent and in 1972 to 19 per cent. In the 
period from 1948 to 1972 US exports to the develop- 
ing countries increased by 170 per cent, while the West 
European exports to these countries increased by almost 
400 per cent and those of the EEC countries by 600 per 
cent. 

After 1948 Western Europe thus strongly crowded the 
USA in the markets of the developing states. Most of this 
success is due to the EEC Six, whose share rose from 11.6 

to 21.1 per cent, while USA’s and Britain’s share diminished. 
! In 1948 Britain was exporting more goods to the developing 
f states than the EEC Six combined. In 1972 the Six left 
Britain far behind, exporting 200 per cent more goods 
($15,200 million as compared with Britain’s $5,200 mil- 
lion). 

A similar pattern is to be observed in the export trade 
of the developing states. 

After the war the USA stepped up its imports from these 
countries, its share of their export trade rising from 15.9 
per cent in 1938 to 22.3 per cent in 1948. In 1948-1972 the 
USA’s annual imports from the developing states increased 
3.3-fold, from $3,850 million to $12,700 million. During the 
same period Western Europe’s annual imports from these 
countries increased by over 290 per cent, with its share of 
their total export trade rising from 39.1 per cent in 1948 to 
40.1 per cent in 1972, although this was still below the pre- 
war level of 44.7 per cent. Thus, although the USA also im- 
proved its position with regard to imports from that area 
compared with pre-war years, after 1955 its share of the 
area’s export trade declined from 22.3 per cent to 19 per cent 
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as a result of the enhanced role played by Western Europe. 

The original EEC Six greatly strengthened their posi- 
tion in the export trade of the developing states, their 
imports from these countries increasing 5.8-fold after the 
war, and their share of that trade rising from 16.9 to 
25.4 per cent. Britain’s share dropped in the same period 
from 16.2 per cent to 8.3 per cent in 1972. 


Share of the USA, Western Europe, the EEC, 
the EFTA and Britain in the Export Trade of 
the Developing States 


($1,000,000) 
| 1938 | 1948 | 1960 | 1970 | 1974 | 1972 


Exports, total | 5,900]17,800) 27,350 | 54,290 | 59,290 | 66,950 


To the USA 940) 3,850} 5,940 | 10,069 | 10,500 | 12,750 
per cent 15.9 [22.3 | 21.7 18.5 17.7 19.0 
To Western 
Europe 2,640] 6,770) 11,180 | 22,050 | 24,040 | 26,810 


per cent 44.7 39.4 | 40.9 40.6 40.5 40.4 
To the EEC 1,390} 2,930} 6,230 | 13,770 } 15,190 | 16,990 


per cent 23.6 |16.9 | 22.8 25.4 24.8 25.4 
To the EFTA | 1,2C0| 3,420) 4,420 6,680 7,140 8,050 
per cent 20.3 |49.8 16.2 12.3 12.3 12.4 
To Britain 1,070] 2,800) 3,640 4,820 5,050 5,960 
per cent 18.1 {16.2 | 13.3 8.9 8.9 8.3 


Sources; Yearbook of International Trade Statistics, 1963, pp. 12-15,20-29; 
one Bulletin of Statistics, June 1966, June 1971, June 1972, 
June 1973. 


A point to be noted, however, is that the USA exports 
more goods to the developing states than it imports from 
them (in 1972 its exports amounted to $13,600 million, 
while its imports totalled $12,700 million). It consequent- 
ly has a favourable trade balance with these countries, 
while Western Europe’s balance shows a deficit (in 1972 
its trade with these countries was: exports—$24,800 mil- 
lion; imports—$26,800 million). The original EEC Six are 
the USA’s main competitor in the markets of these coun- 


i 


TRADE BETWEEN USA & WESTERN EUROPE 243 


tries. Until 1955 they had trailed behind the USA, but 
in the 1960s and 1970s they began to export more goods 
to these countries than the USA. 

After the Second World War Britain found her posi- 
tions in the developing states greatly undermined by the 
USA and the EEC. In 1948 she was a larger exporter to 
these countries than the EEC, but subsequently her share 
steadily contracted: in 1972 the share of the EEC rose to 
21.1 per cent (from 11.6 per cent in 1948), while 
Britain’s share dropped to 7.2 per cent (from 13.3 per 
cent in 1948). A similar situation has taken shape in 
the export trade of the developing states. 


4, Crisis in the Trade Relations 
Between the USA and Western Europe 


The uneven development of foreign trade since 1955 
and the mounting competition have generated a crisis in 
the trade relations between the USA and Western Europe, 
notably between the USA and the Common Market. One 
of the mainsprings of the crisis was the deterioration 
of the USA’s competitive position and the diminution 
of its share of the world’s trade with the simultaneous 
growth of Western Europe’s share at the close of the 
1950s. 

In the 1960s and early 1970s, despite the intensive 
growth of the American export trade, exports from West- 
ern Europe, chiefly from the EEC, continued to grow faster 
than the exports from the USA. 

In 1965-1972 exports from the USA increased by 80 
per cent (from $27,200 million to $48,900 million), by 
138.5 per cent from Western Europe as a whole (from 
$78,600 million to $187,900 million), by 158 per cent from 
the EEC (from $47,900 million to $123,700 million), by 
100 per cent from the EFTA (from $27,700 million to 
$55,200 million), by 158 per cent from the FRG (from 
$17,900 million to $46,200 million), by 158 per cent from 
France (from $10,100 million to $26,100 million), and by 
77 per cent from Britain (from $13,700 million to 24,300 
million). 
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In 1972 Western Europe as a whole and the EEC coun- 
tries exported 280 and 150 per cent more goods respec- 
tively than the USA. 

That year the USA’s share of the capitalist world’s 
exports was 13.4 per cent, Western Europe’s was 51.2 per 
cent and the EEC’s was 33.7 per cent. 

In the import trade the growth rate was likewise dis- 
similar: in the USA it was below the world average, while 
in Western Europe it was above that average. In 1955- 
1965 imports increased by 86.1 per cent in the USA, by 
120.1 per cent in Western Europe and by 147 per cent in 
the EEC. From 1965 onwards the growth rate of the USA’s 
imports began to rise. 1n 1965-1972 imports increased by 
160 per cent in the USA (from $21,300 million to $55,300 
million), by 120 per cent in Western Europe (from $89,300 
million to $196,700 million), by 141 per cent in the EEC 
(from $49,100 million to $118,400 million) and by 90 per 
cent in the EFTA (from $33,600 million to $63,900 mil- 
lion). 

In 1972 Western Europe’s and the EEC’s imports were 
260 and 110 per cent respectively larger than those of the 
USA; the USA’s share of the capitalist world’s imports 
was 14.5 per cent, Western Europe’s was 51.5 per cent, 
and the EEC’s was 30 per cent. 

In the capitalist world market the balance of strength 
between the imperialist powers has thus changed substan- 
tially since 1955. The USA lost its position as chief mer- 
chant who could dictate his terms to world trade. It had 
to contend with heavy competition from Western Europe, 
particularly from the EEC states. 

The trend toward the diminution of the USA’s position 
in the capitalist world market is even more strikingly seen 
in the export of manufactured goods. 

Figures make it clear that while the USA’s share of the 
total exports of manufactured goods is decreasing, that of 
the leading West European countries (the FRG, France 
and Italy) is growing. 

In the period from 1955 to 1972 the export of manufac- 
tured goods increased 4-fold from the USA, 7.6-fold from 
the EEC, 8-fold from the FRG and 14-fold from Italy. 
The increment of the capitalist world’s export of these 
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goods totalled 508 per cent in this period. The growth of 
the export of these goods was below the world level in 
the USA (305 per cent), and it was still lower in Britain 
(217 per cent).* 

Compared with the US level of exports of manufactured 
goods, the exports from the FRG totalled 62.6 per cent in 
1955, 102.4 per cent in 1963 and 140 per cent in 1970; 
from France 38.5 per cent in 1955 and 46.0 per cent in 
1970; from Italy 13.2 per cent in 1955 and 37.8 per cent 
in 1970; and from the EEC as a whole 156.6 per cent in 
1955, 218 per cent in 1965 and 296 per cent in 1972. 
Relative to this export, Britain’s exports dropped from 
78.3 per cent in 1955 to 61 per cent in 1972. 

Export of Manufactured Goods from the Capitalist 
Countries in 1955-1972 
($4,000 million) 


| 1955 | 1960 | 1965 | 1970 | 1971 | 1972 
| 
All capitalist coun- 
tries 33.7 | 52.2 | 83.2) 155.4 175.8 204.9 
USA* 8.3] 11.3 | 17.3 29.4 30.4 33.6 
EEC, total 43.0°P 23-4 13757 70.4 81.9 99.6 
France 3.2] 5.6 his 13.5 15.3 19.3 
FRG 5.2 | 10.4 | 15.9 30.7 35.0 41.5 
Italy Apa 2.7) 5.6 44.1 12.6 15.6 
Belgium and 
Luxembourg 2221) 324 5.2 9.6 10.3 13.2 
The Netherlands 4232) A254 Ort 6.8 8. 10.2 
Britain** 6:99) cBEB: a2: 16.4 19.0 20.6 
\ 
* Excluding “special category”, i. e., military, goods. 


** Including the Channe} Islands as of 1959. 
Sources: Board of Trade Journal, London, November 27, 1964; Monthly Bulle- 
tin of Statistics, September 1966, June 1970. 

In 1955-1972 the share of the USA and Britain in the 
export of manufactured goods shrank from 24.6 to 16.3 
and from 18.7 to 10.0 per cent respectively, while that of 

* Estimated on the basis of: Board of Trade Journal, Vol. 187, 


No. 3532, November 27, 1964, pp. XIV-XV; Monthly Bulletin of Sta- 
tistics, June 1971, p. XIX. 
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the Common Market grew from 38.6 to 48.3 per cent (of 
the FRG from 15.4 to 20 per cent, and of Italy from 3.2 
to 7.5 per cent). 

Attention is attracted by the fact that in Western Europe 
the largest growth of the share of the capitalist world’s 
export of manufactured goods was registered by the FRG, 
which outdistanced Britain as early as 1960 and the USA 
in 1963. It became a formidable rival in the world market 
not only for Britain but also for the USA. 

The shrinkage of the USA’s share of the capitalist 
world’s export of manufactured goods is the result of the 
deterioration of the US industry’s competitiveness. But 
this does not mean, of course, that the USA has lost its 
edge over the other capitalist countries. The main reason 
lies in the uneven scientific and technological progress in 
the USA and the West European countries. 

A big role in stepping up scientific and _ technological 
progress in Western Europe was played by the export of 
American capital, which was particularly heavy during 
the second post-war period. According to the census taken 
of the fleet of metalworking lathes and _press-and-forge 
equipment in early 1963, 65 per cent of these machines in 
US industry are over 10 years old. This percentage was 
higher in some branches: 82 in shipbuilding and the man- 
ufacture of railway equipment, 79 in the manufacture of 
motors and turbines, and 75 in the manufacture of farm 
machinery.” On the other hand, in the FRG 40 per cent 
of the equipment had been installed in the period from 
1955 to 1960. The American journal Federal Reserve Bul- 
letin wrote in August 1964, assessing the development of 
exports over a period of ten years: “Over the past decade 
US exports nearly doubled in value, but the pattern and 
pace of this growth varied with cyclical and other devel- 
opments here and abroad. Chief among the foreign devel- 
opments were the re-emergence of Europe and Japan as 
vigorous competitors in world markets and the mainte- 
nance of strong growth in total world demand—to which 


the prosperity of Europe and Japan contributed greatly.” 


* “Ekonomicheskoye polozheniye kapitalisticheskikh stran”, Survey 
for 1963 and early 1964. Supplement to Mirovaya ekonomika i mezhdu- 
narodniye otnosheniya No. 8, 1964, p. 35. 
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The West European countries became vigorous competi- 
tors of the USA as a result of a number of factors, which 
included a larger share of investments, a more rapid renew- 
al of fixed capital, a higher growth rate of labour pro- 
ductivity and cheaper labour than in the USA. 

On the basis of the reports of 500 American subsid- 
jaries in Western Europe the US national industry commis- 
sion made a survey of production costs in the USA and 
Western Europe and found that the strongest competitors 
were Britain, the FRG and Italy. 

In Western Europe production costs are lower than in 
the USA in the iron and steel, transport machinery, gen- 
eral engineering, textile, rubber, leather, ceramics and some 
other industries. The survey covering 38 industries in the 
Common Market countries brought to light the fact that 
in 26 industries production costs were lower than in the 
USA, in four industries they were equal, and only in 
eight industries were they higher than in the USA.* 

The considerable growth of labour productivity in West- 
ern Europe was noted in the June 1960 issue of the Bulletin 
of the UN Economic Commission for Europe. An unusual 
feature of the boom of those years, the Bulletin pointed out, 
was that after the upsurge noted in 1959 labour produc- 
tivity rose uninterruptedly and rapidly in most of the West 
European countries. The growth rate of labour productivity, 
it was stated in the Bulletin, averaged over 5 per cent. A 
particularly high growth rate was observed in_ industries 
where production had been substantially expanded, i.e, in 
the iron and steel, metalworking, chemical and textile in- 
dustries. 

The same issue of the Bulletin reported that in 1959 there 
was only a moderate rise of wages in Western Europe. 

These processes were also noted by the US Federal Re- 
serve Bulletin, which wrote in October 1962 that in the 1950s 
US products had become less competitive than those of other 
nations. Touching on the reasons, it pointed out: “Prices in 
this country rose and export efforts flagged, while rapid ex- 
pansion of productive capacity in leading foreign countries 
enabled them to compete much more vigorously than before. 


* Ekonomika kapitalisticheskikh stran v 1958 g., Moscow, 1959. 
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This was an important element in the deterioration of the 
US payments position, and of the corresponding improve- 
ment in the payments positions of leading European coun- 
tries and Japan.” 

The creation of the Common Market, an economic bloc 
protected by a customs barrier, aggravated the USA’s export 
difficulties and precipitated a serious crisis in the trade 
relations between the USA and the countries belonging to 
the EEC. 

A common customs tariff placed manufactures from the 
EEC countries in a more advantageous position than from 
the USA. A common agricultural policy directed toward in- 
creasing own farm production and expanding trade in farm 
output between the EEC states held out the threat that the 
USA’s exports of foodstuffs to Western Europe would be 
greatly reduced. In 1961, to avoid such a situation, the USA 
initiated talks with the EEC countries within GATT on a 
reciprocal lowering of customs tariffs. The talks, known as 
the Dillon Round, went on until March 1962. 

The USA was set on securing a reduction of the EEC 
common customs tariff to enable it to step up its exports to 
that area. Moreover, it wanted a pledge from the EEC that 
the interests of American farm exports would be taken into 
account in its agricultural policy. While the first objective 
was temporarily achieved, no broad agreement was reached 
on the question of farm exports from the USA. 

The talks were held in an extremely tense atmosphere. 
The EEC countries suggested a larger reduction of tariffs 
than could be proposed by the delegation of the USA, which 
was bound by the 1934 Act, especially by the “peril point” 
clause. In the USA the protectionists started a campaign 
against the lowering of tariffs. The EEC countries considered 
the concessions offered by the USA as inequitable and un- 
acceptable. It looked as if the talks would be deadlocked. 
Failure was averted only by the personal intervention of 
President John F. Kennedy, who promised that the “peril 
point” clause would not be invoked. 

An agreement was signed on March 7, 1962 under which, 
in exchange for tariff concessions from the USA, the EEC 
countries brought down by an average of 20 per cent their 
tariffs on most of the manufactures for which they had 
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established a common customs tariff. In addition to a 
reciprocal reduction of tariffs, this agreement recorded con- 
cessions by the EEC in the shape of compensation for the 
benefits that had been annulled with the introduction of a 
common customs tariffs. 

As regards manufactures the USA obtained only partial 
concessions on a relatively small range of goods, the exports 
of which totalled $750 million from the EEC to the USA 
and $680 million in the reverse direction. While the overall 
tariff reduction averaged 20 per cent, the decreases amounted 
to 24 per cent on cars, 21 per cent on steel pipes, 22 per cent 
on motors, 17 per cent on air conditioners, 23 per cent on 
rolling mills, 17 per cent on metalworking presses, 21 per 
cent on computers and electric furnaces, and 22 per cent on 
radio receivers and TV sets. 

In view of the fact that the EEC had not yet worked 
out a common agricultural policy, the USA did not secure 
any substantial lowering of tariffs for its farm exports to the 
Common Market countries. The EEC reduced for the USA 
its tariffs on tobacco, fruit and canned food by 10-20 per cent, 
while the USA lowered its tariffs on wine and liquor. In- 
considerable quantities of these commodities are imported by 
the USA ($50 million) and the EEC ($80 million).* 

It was decided that on staple farm products—wheat, rice, 
poultry, corn and sorghum—the talks would be resumed 
after the EEC had worked out a common agricultural policy. 

Prior to the 1962 agreement the external customs tariffs 
were lower in the EEC countries than in the USA. After 
the agreement was signed, the average tariff level for in- 
dustrial products (with the exception of oil, oil products and 
some other items) was lowered from 7 to 5.7 per cent by the 
EEC countries and from 8.1 to 7.9 per cent by the USA. 

The agreement was received with approval in US official 
circles, who made every effort to give the impression that 
the USA had obtained larger concessions from the EEC 
than it had made itself. However, the journal Revue du 
Marché Commun, an EEC organ, noted that the Common 
Market representatives had not been so naive as to get no 
concessions on a basis of strict reciprocity. “Actually,” the 


* Le Monde, March 18-19, 1962. 
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journal wrote, “the agreements signed at Geneva differ con- 
siderably from how they were depicted by the US Govern- 
ment.”* The fact is that there were two aspects to the talks: 
one concerned equal, reciprocal concessions, and the other 
dealt with EEC concessions, which only compensated for the 
losses sustained by the USA when the EEC instituted a com- 
mon customs tariff. 

The agreement of March 7, 1962 was only regarded as 
the first phase. It was intended to hold talks on the entire 
range of trade issues between the USA and Western Europe 
within the framework of the Kennedy Round, i-e., on the 
basis of the new Trade Expansion Act that was being con- 
sidered at the time by the US Congress. 

The worsening of the USA’s positions in the capitalist 
world markets coupled with the USA’s unfavourable balance 
of payments provoked intense anxiety among big business 
circles in the USA and compelled the American monopolies 
to take steps to increase the competitiveness of their prod- 
ucts. 

As soon as it came to power the Kennedy Administration 
launched on a policy of improving the American economy, 
with state stimulation of investments as one of the major 
vehicles. Recourse was had to tested means: increasing state 
military expenditures, providing more tax benefits to 
encourage private investments, and regulating credits. 
Depreciation deductions making it possible to write off the 
value of equipment earlier (by one-third) than stipulated in 
the old rules were introduced in 1962. 

The steps taken by the Government unquestionably 
stimulated investments. In 1961, compared with the previous 
year, investments dropped by 2.5 per cent, but from 1962 
onwards they showed a steady rise. State and private in- 
vestments (in the prevailing prices) totalled $92, 200 million 
in 1963, $110,600 million in 1965, $120,300 million in 1966, 
$133,600 million in 1967, $146,100 million in 1968 and 
$158,700 million in 1969.** A cyclic crisis commenced in the 
US economy in 1970. The almost unbroken growth of invest- 
ments until 1969 ensured the corresponding increase in in- 


* Revue du Marché Commun, No. 46, April 1962, p. 146. 
** Monthly Bulletin of Statistics, October 1971, p. 194. 
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dustrial output. The index of the growth of industrial pro- 
duction (1957-1959 = 100) was 124.3 in 1963, 143.4 in 1965, 
158.1 in 1966, 165.5 in 1968 and 172.8 in 1969. In 1970 it 
dropped to 167.6.* 

This period witnessed a considerable increase of spending 
on research: $12,000 million in 1964, and in 1969 a total of 
$25,900 million, of which $15,600 million were put up by 
the Federal Government.** 

Moreover, the cyclic upswing in 1961-1966 was charac- 
terised by an intensive renewal of industrial plant, with the 
result that the proportion of the plant installed in the period 
up to 1950 dropped from 40 to 24 per cent in 1966.*** 

This enhanced the competitiveness of American goods 
and enabled the USA to expand its exports. 

A contributing factor was the reciprocal tariff reduction 
agreement of May 1967. This agreement was preceded by 
hard bargaining and over four years of negotiations known 
as the Kennedy Round. These negotiations were conducted 
within GATT with the participation of over 50 members of 
that organisation, but the main negotiators were the USA 
and the EEC countries. 

These negotiations were initiated by President Kennedy, 
who in July 1962 proclaimed what he called the “Atlantic 
partnership” designed to give concrete shape to the new rela- 
tions between the USA and Western Europe. 

In the economic sphere the Kennedy Administration began 
to press for an Atlantic partnership with Western Europe, 
the major elements of this partnership being Britain’s entry 
into the EEC and the adoption of the new Trade Expansion 
Act. A military doctrine was propounded calling for the 
formation of multilateral nuclear forces. It was planned that 
the USA would contribute nuclear weapons that would be 
controlled from a single centre, while the West European 
allies would contribute the conventional armed forces re- 
quired by the “flexible response” strategy. In colonial policy 
they planned collective control of the developing countries 


* “Ekonomicheskoye polozheniye kapitalisticheskikh stran”, Survey 
for 1970 and early 1971. Supplement to Mirovaya ekonomika i mezhdu- 
narodniye otnosheniya No. 8, 1971, p. 82. 

** Tbid., Survey for 1969 and early 1970, August 1970, p. 81. 
*** Tbid., Survey for 1965 and early 1966, September 1966, p. 85. 
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through the Organisation for Economic Co-operation and 
Development. 

The elaboration of the plans for Atlantic partnership 
commenced with the decision of the problem of relations 
with the European Economic Community. In October 1961 
Christian A. Herter, who was Secretary of State in the 
Eisenhower Administration, and William L. Clayton, a prom- 
inent diplomat and businessman, submitted to the Congres- 
sional Joint Economic Committee a report in which they 
urged a revision of the 1934 Trade Agreements Act, writing: 
“The challenges of the times demand a substantial broaden- 
ing and reshaping of the act for another term of several 
years. ...the United States needs an enormously stronger 
hand than it has if it is to meet the competitive challenge 
that is built into the Common Market.... We believe that 
the United States must form a trade partnership with the 
European Common Market and take the leadership in further 
expanding a free world economic community.”* They under- 
scored that the “Common Market ushers in an age of new 
competition, new ideas, and new initiative”. Since the largest 
and most profitable part of the American export was going 
to industrial countries the USA could hope to retain its 
export markets solely through association with the Common 
Market. In the immediate future the Common Market 
countries had to reduce their tariffs in reciprocal trade by 
45-50 per cent.** “Thus,” stated the Herter-Clayton report, 
“we recommend that the United States open negotiations, as 
soon as practicable, for a trade partnership with the European 
Common Market, at the same time stressing the absolute 
necessity of enlarging the area.”*** 

During the first fortnight of November 1961 the Herter- 
Clayton report was considered by the Congressional Subcom- 
mittee on Foreign Economic Policy. 


* Christian A. Herter, William L. Clayton, A New Look at Foreign 
Economic Policy in Light of the Cold War and the Extension of the 
Common Market in Europe, Subcommittee on Foreign Economic Policy 
of the Joint Economic Committee, Congress of the United States, 
Washington, 1961, p. 6. 

** In early 1966, compared with the 1937 level, the EEC customs 
tariffs were lowered by 80 per cent for manufactures and by 60-65 per 
cent for farm products. 

*** Christian A. Herter, William L. Clayton, op. cit., p. 9. 
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Both Herter and Clayton testified at the hearing, stressing 
the need for “unity between the USA and Western Europe” 
with the USA, naturally, playing the leading role. Herter 
declared that economic policy unity with the industrial 
countries of Western Europe might become “a prerequisite 
of political unity”. This, he said, “is not only desirable, it is, 
to my mind, essential. Trade wars can be very devastating 
and divisive’”.* 

The Subcommittee approved the main provisions of the 
Herter-Clayton report. 

In a message to Congress on foreign trade policy in 
January 1962 President Kennedy requested wide powers to 
enable him to lower customs tariffs and approve a new Trade 
Expansion Act to take the place of the 1934 Trade Agree- 
ments Act on a basis of reciprocity. In this message Kennedy 
gave some of the economic and political reasons that were 
compelling the USA to reconsider its foreign trade policy. 
The main reason, he said, was the economic growth of the 
Common Market countries, which had laid the foundation 
for a fundamental change in the economy of the Atlantic 
alliance. He assumed that the Common Market would be 
enlarged by the entry into it of Britain and other West 
European countries, and that together with the enlarged 
EEC the USA would account for about 90 per cent of the 
capitalist world’s industrial output. Inasmuch as the EEC 
would present a common front, the USA and its other trade 
partners (Canada, Japan, the Latin American countries) 
would not have easy access to the EEC market. However, in 
order to carry out all its commitments, ensure its own de- 
fence, i.e., maintain its military presence and bases overseas, 
and aid foreign countries the USA had to secure an equilib- 
rium in international settlements by compensating its dollar 
outlays for these aims with export revenues. “The success 
of our foreign policy,’ Kennedy wrote, “depends in large 
measure upon the success of our foreign trade.”** Further, 
Kennedy believed that an expansion of exports was the 


* Foreign Economic Policy, Hearings Before the Subcommittee on 
Foreign Economic Policy of the Joint Economic Committee, Congress 
of the United States, December 4-14, 1961, Washington, 1962, p. 10. 

** Congressional Record, Vol. 108, Part 1, January 25, 1962, 
Washington. 1962, p. 954. 
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means of speeding up the USA’s economic growth after 
seven years of inertness. In short, he felt that a new law 
allowing for an expansion of trade was the cardinal vehicle 
for continuing US imperialism’s policy of world leadership. 
“Our efforts to maintain the leadership of the free world,” 
Kennedy wrote, “thus rest, in the final analysis, on our suc- 
cess in this undertaking” (i.e., the reshaping of trade policy. 
—A.K,). 

An enlarged Common Market was one of the fundamental 
elements of Kennedy’s “Grand Design” of setting up an 
Atlantic community on the basis of partnership and inter- 
dependence between the USA and a united Europe. He called 
for Atlantic unity in his Independence Day speech on 
July 4, 1962. A united Europe, he said, “will be capable of 
playing a greater role in the common defence, of responding 
more generously to the needs of poorer nations, of joining 
with the United States and others in lowering trade bar- 
riers, resolving problems of commerce and commodities and 
currency, and developing co-ordinated policies in all 
economic, political and diplomatic areas”. With such a 
Europe the USA could deal “on a basis of full equality”. 
But for this there had to be a united Europe. To achieve in- 
terdependence, Kennedy said, the USA “will be prepared 
to discuss with a united Europe the ways and means of 
forming a concrete Atlantic partnership”.* 

But Europe was not united. It was hoped that this would 
be achieved with the entry into the EEC of Britain and some 
other West European countries. In 1962 these were still plans, 
and their failure was yet to come. 

In July and August 1962 the draft of the Trade Expan- 
sion Act was discussed in the Senate Committee on Finance. 

Representatives of many of the corporations and com- 
panies interested in stepping up the export of their products 
spoke at the hearings before the Committee. The question of 
the competitiveness of US and European goods was discussed 
at Jength.** 


* The New York Times, Paris ed., July 5, 1962. 
** Trade Expansion Act of 1962, Hearings Before the Committee on 
Finance, US Senate, on H.P. 11970, Parts I, II, III, IV, Washington, 
1962. 
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After interminable debates in Congress the Trade Expan- 
sion Act was approved and on October 11, 1962 it was signed 
by the President. At the ceremony Kennedy declared: “This 
act recognises, fully and completely, that we cannot protect 
our economy by stagnating behind tariff walls but that the 
best protection possible is a mutual lowering of tariff barriers 
among friendly nations.”* 

The adoption of this law gave the leading American 
monopolies interested in removing customs barriers and in 
the free movement of goods the confidence that the USA’s 
economic potential and international links would enable 
them to crowd the “friendly” European nations, obtain a 
stronger hold on the capitalist world markets and consolidate 
the USA’s position in the world capitalist system. 

The 1962 Act gave the President the following powers 
which he could exercise in the period from July 1, 1962 to 
June 30, 1967: 1) halve the customs tariffs on imports from 
any country in the course of five years; 2) lower or abolish 
tariffs on imports from the Common Market of goods on the 
assumption that the USA and the EEC countries accounted 

| for over 80 per cent of the capitalist world’s trade; 3) lower 

or annul tariffs and other restrictions on the import of farm 

| produce from the Common Market, provided such an agree- 

| ment with the EEC preserved or raised the prevailing level 
of similar exports from the USA; 4) lower or annul the 

| tariffs on imports from economically less developed countries 
if this conformed to the analogous policy of the Common 
Market countries; 5) annul the lowest tariffs which did not 
exceed 5 per cent on July 1, 1962. 

The President’s powers to lower and even annul the 
tariffs on goods imported from the Common Market in 
exchange for tariff concessions from the EEC were predicated 

| on the assumption that the USA and the EEC would ac- 
count for at least 80 per cent of the capitalist world’s 
exports. 

The purpose of the reservation about the share of the 

USA and the EEC in the capitalist world’s export trade was 
to pressure the EEC countries into agreeing to admit Britain 


* The Department of State Bulletin, Vol. XLVII, No 1218, October 
29, 1962, p. 655. 
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to the community. In the event Britain joined the Common 
Market this aggregate share would increase by 26 commodity 
groups and exceed 80 per cent. But since Britain was not 
admitted to the EEC the President’s powers were limited to 
aircraft, in other words, this point of the Act lost its 
significance. : 

The Act empowered the President to lower the tariffs on =~ 

farm produce by 50 and more per cent, up to their total 
annulment, provided this actually preserved or raised the if 
American exports of such products. The USA exports to | 
Western Europe not only commodities such as cotton, soya 
beans, leather and hides, but also cereals, pork and poultry, 
which American agriculture produces in large quantities. 
For their part, the EEC countries were making efforts to 
increase agricultural production and reduce if not completely 
halt the import of farm products. Serious contradictions have 
arisen between the USA and the EEC in this area. The im- 
ports of tropical products from tropical countries forms 
another area of contradiction. The EEC’s imports of such 
products from the African countries associated with it enjoy 
preferences which hit the interests of Latin American 
countries, that likewise export large quantities of these pro- 
ducts. The American capital dominating the economy of the 
Latin American countries situated in the tropical zone seeks 
to increase the export of tropical products from these 
countries to enable the latter to use the revenue for the 
purchase of goods in the USA. 

In these two main groups of farm products the interests 
of the USA thus clash with those of Western Europe, 
primarily of the Common Market countries. 

Moreover, the 1962 Act provides for essentially protec- 
tionist measures. Thus, instead of direct restrictions to pro- 
tect US producers provision was made for subsidising entre- 
preneurs in order to raise their competitiveness. 

Some of the former protectionist reservations were 
dropped, but the President was empowered to apply an 
escape clause to any commodity, whose import he or the Tariff 
Commission believed could harm any branch of the war in- 
dustry. Further, the Act gave the President the right, despite 
the agreements that had been signed, to reimpose tariffs or 
other import restrictions on goods from any country that 
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imposed restrictions on imports of American farm pro- 
duce. 

In a message to Congress on January 25, 1962 Kennedy 
declared that the purpose of the reshaping of trade policy 
| and the adoption of the new Act was to allow the USA to 
| preserve its “leadership of the free world”. However, these 

were unjustified calculations and hopes. The situation for 
talks seriously deteriorated following the rejection of Britain’s 
application for EEC membership in 1963. Kennedy’s “Grand 
Design” was left hanging in the air. Instead of “unity” with 
Western Europe, the crisis, to quote Neue Ziircher Zeitung, 
entered an “acute phase”.* 

The fact is that the President of France Charles de 
Gaulle formulated the interests of the EEC countries quite 
differently. 

The underlying principles of de Gaulle’s ideas were 
characterised as follows by Neue Ziircher Zeitung: de Gaulle 
“wants France and Europe—meaning continental Europe 
only—to develop as an independent economic, political and 
military force, and to be freed from American leadership. 
He hopes to achieve this with a kind of continental European 
policy of alliance under French leadership”. Regarding the 

Atlantic partnership, the newspaper wrote, de Gaulle wanted 
only a military alliance with the NATO countries. However, 
he rejected the idea of integration in defence, while in the 
economic and political areas he refused to go beyond broad 
co-operation from time to time.** 

These two “grand designs” accentuated the deep-rooted 
contradictions between the leading imperialist powers. 

In economic issues the contradictions concerned US farm 
exports to the EEC countries, the disparity in the level of 
customs tariffs in the USA and the Common Market, the 
policy of economic aid to the developing states, and the 
relations with the associated African countries. These prob- 
lems were the subject of the Kennedy Round of negotiations 
between the USA and the Common Market. 

By agreement, tariffs were lowered by an average of 30-35 
per cent, with variations up or down depending on the pre- 


* Neue Ziircher Zeitung, August 18, 1963. 
** Thid., November 2, 1963. 
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vailing tariff level. Formerly, agreements of this kind were 
concluded on the commodity-for-commodity principle. This 
time they were blanket agreements for groups of com- 
modities. It was declared by the British director of GATT 
Eric Wyndham White that the reciprocal concessions con- 
cerned nearly one-fourth of the volume of the capitalist 
world’s trade in 1965. The agreement was the most significant 
of the entire period since the war. 

At the negotiations a bone of contention was the disagree- 
ment over the tariffs on chemical products and over the 
“American system of sales prices”, whose substance is that in 
establishing tariffs the American customs authorities use not 
the import value of products, as is the practice in interna- 
tional trade, but the wholesale price of similar American 
products. This system gave the USA the possibility of con- 
siderably raising tariffs, thus leaving it a loophole for 
restricting imports. 

These disagreements jeopardised the talks, but at the last 
moment the sides accepted White’s proposal for separate 
reductions of the tariffs on chemical products: the European 
countries would lower these tariffs for a period of five years 
unconditionally by 40 per cent, with the remaining 60 per 
cent of the tariffs to be lowered provided the “American 
system of sales prices” was abolished, while the USA would 
lower its tariffs on chemical products without any prior con- 
ditions. In the hope of securing the abolition or lowering of 
some non-tariff trade barriers, the Americans declared they 
would recommend that the US Congress abolish the system 
of sales prices. 

The results of the Kennedy Round of negotiations 
demonstrated that they were a form of struggle for a reparti- 
tioning of the capitalist market in accordance with the new 
balance of strength between the USA and continental Europe, 
notably the Common Market. The USA was unable to dic- 
tate its terms and carry out its trade expansion plans 
without prejudicing the American monopolies in the home 
market. 

The agreement reached at the Kennedy Round did not 
signify a relaxation of the struggle between the USA and 
Western Europe for world markets. On the contrary, the 
certain liberalisation of trade made it imperative that they 
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take more effective steps to maintain or expand their posi- 
tions at the expense of their competitors. 

The main outcome of this round of talks was that the USA 
failed to create the conditions for the formation of an 
Atlantic community under American leadership. The 
economic contradictions continued to grow more acute. 
However, it cannot be denied that the Kennedy Round helped 
to stimulate American and EEC exports. 

Of course, it must be borne in mind that scientific and 
technological progress leads to the rise of new industries, to 
the development of new types of machines and a large 
number of new consumer and industrial goods, to the growth 
of specialisation between countries and to the expansion of 
foreign trade. The unequal course of scientific and technolog- 
ical progress in the different countries still further inten- 
sifies the trend toward an international division of labour 
and accentuates the need for an expansion of international 
exchange. 

However, alongside the trend toward an international 
division of labour, which has been growing since the Second 
World War, there is in the capitalist world a trend toward 
the domination of weak countries by strong states, toward 
the economic subordination of countries by other means of 
economic expansion. The second trend is particularly typical 
of US imperialism, which regards trade expansion as a major 
factor of its policy of world domination. 

While the trend toward an international division of 
labour, toward deeper specialisation on an international 
scale, is progressive, the trend toward using trade and trade 
policy for the economic subjugation of weaker countries is 
reactionary and it characterises the trade relations in the 
epoch of imperialism more profoundly and accurately. This 
trend is observed not only in the relations between strong 
and weak countries but also between the imperialist powers 
themselves. In promoting trade with Western Europe after 
the Second World War the USA’s objective was not a divi- 
sion of labour but Europe’s economic subordination to its 
leadership. To some extent this was achieved during the 
initial years after the war, but subsequently the relations of 
domination and subordination gave way to relations marked 
by an acute struggle. 
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Significant changes took place in the trade relations be- 
tween the USA and Western Europe after World War II. 
First, compared with pre-war years when trade, political and 
currency barriers were erected, the post-war years witnessed 
the liberalisation of foreign trade expressed in a lowering 
of customs barriers and of all sorts of bans and import 
quotas. The West European countries moved toward the 
lifting of restrictions and the lowering of customs and other 
barriers only with the restoration and further growth of 
their economic potential. They were thus able to avoid 
falling into economic bondage to the US monopolies. 

An important, even fundamental, factor of the change 
in foreign trade policy was the transition from the protec- 
tionism of the pre-war years to a policy of state encourage- 
ment of foreign trade. This transition sprang from the growth 
of monopoly capitalism into state-monopoly capitalism. 
While lowering their import barriers, the USA and the West 
European countries took determined steps to expand their 
exports. To this end they used every means of state encour- 
agement: state subsidies, tax benefits, aid to enhance the 
competitiveness of goods, for instance, the transfer of 
technical inventions from the state to the private monopolies, 
the granting of benefits to these monopolies for investments 
in enterprises manufacturing goods for export, and so on. 

The liberalisation of foreign trade did not signify a 
switch to free exchanges of goods within the framework of 
the entire capitalist system. On the contrary, it led to a 
sharp aggravation of the competitive struggle between the 
economic blocs, zones, and spheres of influence. It is hardly 
possible to switch to free exchanges of goods under state- 
monopoly capitalism because the struggle between the im- 
perialist giants for a dominant position in the capitalist 
world market cannot be stopped. 

Even in economic blocs, including the Common Market, 
all sorts of so-called non-tariff restrictions are imposed on 
imports from member states as soon as own industry is 
menaced. If the products of the other member states are more 
competitive, the importing country finds ways and means of 
raising the prices of the competing commodities in its own 
market without violating the agreement, i.e., without in- 
troducing or raising customs tariffs. One of these means is, 
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most frequently, an excise tax that is levied both on imported 
goods and on similar goods produced domestically. This 
levels up the prices and nullifies the competitive advantage 
of the exporter. The introduction of an excise tax is a pre- 
rogative of every country. Jt is paid not by the exporter but 
by the consumer and its institution is, therefore, not re- 
garded as a violation of an agreement to annul or lower 
customs tariffs. 

Particularly subtle methods of non-tariff restrictions are 
employed by the USA, which is traditionally protectionist. 
In addition to excise dues and taxes, special methods are 
used to evaluate imported goods for the purpose of determin- 
ing the duty for them. An example is the method based on 
‘American sales prices”, that is on prices of analogous com- 
modities manufactured in the USA plus the cost of con- 
tainers, packing and other operations linked with the delivery 
of these commodities to the USA. Further, prices are also 
fixed according to “export value”, “foreign value” and other 
methods. Each of these methods gives wide scope to the pro- 
tection of own commodities against successful foreign com- 
petition. Moreover, in the USA anti-dumping legislation 
gives the customs authorities the right to declare any imported 
commodity as being offered at a dumping price. If an inquiry 
confirms such a declaration the importing agency has to pay 
an anti-dumping duty. 

There are many other forms of non-tariff restrictions used 
by importing countries against competition from other 
countries. Take import licences. In cases where licences are 
required for the import of goods, the pretext of combating 
unfair competition may be used to impose restriction up to 
an embargo on imports from individual countries or on 
individual commodities. 

The economic history of modern capitalism irrefutably 
demonstrates that agreements on a partitioning of markets 
are achieved more easily in periods witnessing an improve- 
ment of the business situation and an expansion of the 
capitalist world market. But as soon as the business situation 
deteriorates the marketing difficulties commence to mount 
and each country begins to take action without considering 
the interests of other countries. Such a period set in at 
the close of the 1960s. 
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Indications that the business situation was worsening were 
observed as early as 1967. The ruling circles of the USA 
tried to avert the looming crisis with a tested means, name- 
ly, by increasing orders for military supplies. Without such 
orders the rate of the USA’s economic development would 
have abated long ago. But even the increase of the orders 
for military supplies failed to hold off the economic crisis. 

In August 1969 the volume of industrial output in the 
USA began to diminish. A cyclic crisis of overproduction 
embraced all the key industries, the circulation sphere, 
credits and state finances. Inflation swelled, prices rocketed 
and unemployment reached a critical level. Share prices 
dropped, there was mass bankruptcy and hundreds of 
thousands of small shareholders were ruined. The living 
standard showed a steady decline. The USA’s position in the 
world market was seriously undermined. 

The USA’s share of the capitalist world’s output waned 
from 45.1 per cent in 1965 to 40.9 per cent in 1970, while 
its share of the capitalist world’s exports fell from 16.7 to 
15.5 per cent. Its gold reserves diminished from $14,100 
million to $11,500 million. 

The USA’s favourable trade balance after the Second 
World War served as the source for covering the expenses 
on carrying out the policy of world leadership. However, 
after 1967 the surplus in the trade balance fell sharply. In 
1964 it amounted to $7,600 million, in 1965 to $5,800 million, 
in 1966 to $4,600 million and in 1967 to $4,400 million. But 
in 1968 it fell to $1,100 million and showed a slight in- 
crease in 1969—$1,600 million. In 1970 it rose to only $2,800 
million. This was far from enough to cover all the overseas 
expenditures, for the deficit in 1970 totalled the huge sum 
of over $10,000 million. 

These factors forced the USA to adopt the emergency 
programme announced by President Richard M. Nixon on 
August 15, 1971. 

Further, Nixon announced a 10 per cent tax on imports. 
This meant that the USA had decided to shift its economic 
difficulties to the shoulders of its partners, chiefly the West 
European countries as the heaviest exporters of goods to 
the American market. The introduction of this tax without 
prior agreement and in violation of all the agreements signed 
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earlier within the framework of GATT strikingly demon- 
strated the sharp exacerbation of the struggle between the 
USA and other industrialised countries, chiefly the EEC 
states, in all areas of economic relations: trade, monetary 
system and payments. These questions will be dealt with at 
some length in the next chapter. Here we shall only note 
that the balance of strength and the relations between the 
USA and the West European countries are changing. 
However, it should be borne in mind that the USA and the 
West European countries are linked not only by trade but 
also by a wide range of economic, political and military in- 
terests. They are linked by military blocs, far-reaching 
financial agreements, credit relations, agreements on prices 
and patents, and colossal long-term and direct investments. 
But under imperialism these links are formed on the basis 
of temporarily coincident, relative interests and they therefore 
cannot be lasting. As a consequence of deep-seated con- 
tradictions they disintegrate easily, relations undergo a 
change and the struggle goes on with redoubled vigour. 

The most conspicuous feature of the present US-West 
European trade relations is that the USA and the West 
European countries are the main partners in trade and, at 
the same time, the main rivals in the capitalist world markets. 
Their mutual interest in trade with each other serves as the 
foundation of their relative unity, while the aggravation of 
the competition between them in the capitalist world markets 
leads to their division and undermines the foundations of their 
aggressive blocs, of the so-called Western unity. 

The second post-war period of the development of the 
capitalist world and, primarily, of the relations between the 
USA and some of the leading West European imperialist 
powers is characterised by a mounting struggle for a re- 
partitioning of markets, for spheres of investment, and by 
a further growth of the contradictions between them. 














CHAPTER TEN 


THE BALANCE OF PAYMENTS 
AND THE MONETARY AND PAYMENTS 
RELATIONS BETWEEN 
THE USA AND WESTERN EUROPE 


1. The US Balance of Payments 
After World War II 


More than any other economic factor, the USA’s balance 
of payments mirrors American imperialism’s policy aimed 
at dominating the world. The USA’s payment settlements 
with the external world, with individual areas of the world, 
and the nature and direction of these settlements bring into 
focus and mirror the substance of American imperialism’s 
economic, political and military relations with other countries. 

As in the other aspects of the economic relations between 
the USA and Western Europe, in their post-war monetary 
and payments relations there are two distinct periods: the 
period of US supremacy in this area and Western Europe’s 
dependence, and the period witnessing the West European 
countries’ efforts to shake off this dependence and reshape 
their relations on the basis of reciprocity and partnership. 

The USA’s post-war balance of payments has a number 
of specifics that spring from the features of American im- 
perialism’s aggressive policies. They are, primarily, the items 
of expenditure on the upkeep of US troops overseas and the 
US Government’s expenditures on “gratis” military and 
economic aid. These expenditures had never before been 
encountered in the practice of the USA’s monetary and 
payments relations with other countries. 

After the war articles appeared in the US balance of 
payments which fundamentally distinguish it from the pre- 
war balance and, on the whole, from the balance of other 
leading capitalist countries, especially during the initial 
post-war period. 

Prior to the Second World War the expenditures on the 
maintenance of American troops and bases in foreign 
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countries amounted to an insignificant sum. 

During the war there was a sharp increase of the USA’s 
military expenditures overseas. The upkeep of troops and 
bases in foreign countries cost the USA $46 million in 1934, 
$1,763 million in 1943, $1,982 million in 1944 and $2,434 
million in 1945. In 1946 these expenditures shrank to 
$498 million, but from 1948 onwards they began to climb 
again. There was a sharp increase in 1951, when they rose to 
$1,270 million, and in 1952 there was a further increase to 
$1,957 million, a sum almost equal to the overseas military 
spending in 1944. In 1953 this sum grew to $2,496 million, 
exceeding the record expenditures of 1945.* In subsequent 
years overseas military spending showed a steady rise: 
$2,603 million in 1954, $2,823 million in 1955, $2,955 mil- 
lion in 1956, $3,165 million in 1957, and $3,412 million in 
1958.** 

Thus, from 1951 onwards these expenditures transcended 
the similar expenditures during the war years. In 1958 they 
were 76 per cent higher than the expenditures of the war 
year of 1944. 

Military supplies in the form of “grants-in-aid”, in other 
words, armament aid to allies in the military blocs set up by 
the USA, form another feature of the USA’s post-war balance 
of payments and it also characterises the aggressive nature 
of the policies pursued by American imperialism. 

Peace-time military aid to other countries was rendered 
by US imperialism in line with the political and military 
objectives of its policies and had Jittle in common with com- 
merce. The marked increase in US military aid to other 
countries began in 1950, when the supplies amounted to $526 
million, of which $423 million went to Western Europe. This 
aid totalled $1,470 million and $1,112 million respectively 
in 1951, $2,603 million and $2,151 million in 1952, and 
$4,281 million and $3,435 million in 1953, the peak year of 
this period.*** There was a certain decrease in the total mili- 
tary aid in 1954. Thus, in 1950-1953 the bulk of American 
military aid went to West European countries, whose im- 


* Statistical Abstract of the United States, 1955, p. 887. 
** Ibid. 1961, p. 865. 
*** Ibid., 1955, p. 887. 
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perialist circles were active participants in US imperialism’s 
aggressive plans at the height of the cold war. 

The collapse of the “liberation” policy and the proclama- 
tion in 1954 of a new strategy of “massive nuclear retalia- 
tion” did not lead to any notable decrease of the USA’s 
military spending, including spending on the maintenance 
of American troops overseas and military aid to its allies 
and satellites. The US Government’s expenditures on 
“gratuitous” military aid and on the upkeep of US forces 
and bases in foreign countries added up to the huge sum 
of $121,200 million in the period from 1946 to 1969. These 
expenditures totalled $4,500 million annually in 1950-1954, 
topped $5,500 million annually in 1960-1964, and dropped to 
$5,100 million in 1967, to $4,800 million in 1969 and to 
$4.500 million in 1970.* 

These astronomical outlays are a heavy burden on the 
American economy and on the USA’s balance of payments 
with other countries. Economically they are senseless, being 
called to life solely by the aggressive aims of US foreign and 
military policy and put into effect in the interests of the 
monopolies at the expense of the state budget, i.e., at the 
expense of the people. 

The US imperialists endeavour to cover up their aggressive 
policies with talk about “national security”. In a report on 
the balance of payments by the Committee on Economic 
Policy, published by the Chamber of Commerce of the United 
States, it is asserted, for example: “Our goals are in the 
future, not in some remote past. Thus in terms of our national 
objectives it is quite possible to conclude that expenditure 
on some items which has been worsening our balance of 
payments position, say on overseas bases, should be increased. 
not cut. This decision should be based on defence needs and 
national goals. The balance of payments position is a re- 
sultant of major policy decisions, particularly on national 
security, not itself the central focus of decision.”** 

* Computed according to Balance of Payments, 1965, Hearings Before 
a Subcommittee of the Committee on Banking and Currency, US Senate, 
March 1965, Part I, p. 23; Statistical Abstract of the United States, 
1970, p. 769. 

** United States Balance of Payments Position, Report of the 


Committee on Economic Policy, Chamber of Commerce of the United 
States, Washington, 1961, pp. 17-18. 
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One can juggle in any way with phrases like “defence 
needs”, “national goals” and “national security”, but the 
question is what lies at the back of them. For instance, 
directly after the war the USA’s “defence needs” showed a 
staggering increase, and this colossal growth of expenditures 
for these purposes took place precisely in the years when 
there was no threat at all to the USA’s security. 

In the context of national security the USA’s position has 
never been so favourable as after the Second World War. 
But this was precisely when US imperialism’s expenditures 
on “national security” reached unprecedented proportions. 
The substance of these expenditures boiled down to a policy 
aimed at winning world leadership, a policy of whipping up 
the cold war and preparing a hot war against the socialist 
countries, a policy of economic brigandage and exploitation 
of the world. 

Also a highlight of the USA’s post-war balance of pay- 
ments is the enormous increase in the exports of capital, 
particularly after 1955. From 1947 to 1955 the export of 
long-term private capital did not exceed $900 million an- 
nually. In 1956 it trebled, totalling $1,961 million and in 
1957 it increased by almost another $1,000 million, reaching 
the sum of $2,902 million; in the 1960s this export grew 
swiftly, amounting to $3,244 million in 1963, $3,833 million 
in 1964, $4,737 million in 1966, $5,919 million in 1967, 
$7,230 million in 1968, $6,914 million in 1970 and $9,585 
million in 1971. 

Further, the USA’s balance of payments is marked by 
a more clearly defined loss of equilibrium, this being 
expressed in the sharp fluctuations between surpluses and 
deficits during the initial years after the war anda 
persistent, chronic deficit since 1950 (the exception being 
1957). 

Lastly, note must be made of the growing role of the 
USA’s monetary and payments relations with Western 
Europe, which receives 40 per cent of the private capital 
exported from the USA. Of the total US direct investments 
overseas the share that went to Western Europe increased 
from 18.9 per cent in 1950 to 44 per cent in 1971. Of the total 
US military aid Western Europe received 80-90 per cent in 
1948-1953 and 40-50 per cent after 1960. Western Europe 
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holds premier place in the export of capital to the USA: 
over 70 per cent (70.1 per cent in 1967, 72.2 per cent in 
1970). 


2. A General Characteristic of the Monetary and Payments 
Relations Between the USA and Western Europe 


The monetary and payments relations with the West 
European countries form a particularly important item of 
the USA’s balance of payments and throw light on US im- 
perialism’s foreign, economic and military policies in Europe. 

These relations take the shape of reciprocal settlements 
in trade and services, reciprocal exports of private and state 
capital, and US loans and subsidies for economic and military 
aid to Western Europe. A large role is played in these rela- 
tions by the USA’s expenditures for the upkeep of troops in 
Western Europe. These factors developed differently and 
hence the different character of the economic and financial 
relations between the USA and Western Europe at the 
various phases of post-war development. 

First, let us consider the trade and services balance be- 
tween the USA and Western Europe. This balance is of 
vital significance to the economic relations between these re- 
gions. The table (see p. 270) traces this balance for the period 
from 1946 to 1971. Usually the USA’s trade balance with 
Western Europe shows a surplus, although in some years 
(1952-1953, 1958, 1959, 1968) this surplus dropped to a re- 
latively small sum. Precisely during these years the balance 
of payments in goods and services showed a deficit: $620 
million in 1953, $104 million in 1954, $527 million in 1958, 
$1,508 million in 1959, and $1,606 million in 1971. 

Western Europe’s share of the US exports of goods and 
services (excluding military supplies and “gratuitous” aid) 
usually amounts to about one-third of the total sum of this 
item in the USA’s balance of payments: 36.9 per cent in 
1946, 28.9 per cent in 1950, 33.2 per cent in 1960, 32.7 per 
cent in 1965 and 34 per cent in 1971. 

Two features must be noted in the movement of surpluses 
and deficits in the trade and services balance between the 


USA and Western Europe. 
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First, the trade balance fluctuates mainly on account of 
the uneven development of American exports to Western 
Europe. The USA’s imports from Western Europe show a 
more stable growth trend than its exports to that area. In 
the period from 1946 to 1969 there were insignificant reduc- 
tions in the USA’s imports from Western Europe, namely, in 
1949, 1954 and 1961. Compared with the preceding years, 
exports to that region declined in 1948, 1949, 1950, 1952, 
1953, and 1958. While the decreases in the American imports 
from Western Europe may be explained as being due to crisis 
phenomena in the US economy, the decreases in the American 
exports can be explained as being the result not only of the 
fluctuations in the business situation but also of the protec- 
tionist measures taken by the West European countries 
against the growth of imports from the USA. 

The flood of American goods during the initial post-war 
years and the relatively small European export to the USA 
created serious difficulties in paying for imports from the 
USA. The excess of the USA’s exports to Western Europe 
over its imports from that area amounted to $56,790 million 
in the period 1946-1971. During the first post-war decade 
(1946-1955) this excess averaged $2,438 million annually. 
during the second decade (1956-1965) it averaged $2,370 
million annually, from 1966 to 1970 it averaged $1,159 
million annually. In 1971-1972 the deficit in the balance of 
goods and services amounted to $5,958 million. The reason 
for this shrinkage was that West European exports to the 
USA registered a faster growth. 

The surplus of the balance of exports of goods and services, 
i.e., the revenues from transport, tourism and other services, 
is almost 33 per cent smaller than the trade balance surplus. 
From 1946 to 1971 the net cumulative surplus of the balance 
of goods and services was $33,521 million against the trade 
balance surplus of $56,790 million. The services balance 
with Western Europe showed a surplus only during the 
initial years after the war, in 1946-1949, and amounted to 
an annual average of $1,805 million. From 1950 onwards 
this balance unchangeably showed a deficit. 

A point to be noted in the movement of the surplus and 
deficit in the balance of goods and services between the 
USA and Western Europe is that the largest surpluses in 
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Trade and Services Balance Between the USA and 
Western Europe in 1946-1972 


($1,000,000) 





x US exports}US imports, 
US exports|US imports of goods | of goods 


of goods | Of goods) ‘Trade and servic-jand servi-|Trade and 
to Western] y eer balance |es to West-] ces from ae 
Europe* Europe* ern ‘ Western alance 
Europe Europe 

1946 4 ,248 776 3,472 9,437 4,344 4,093 
1947 5,694 802 4,892 7,100 4147. 5,383 
1948 4,566 4,066 3,500 5,729 2,197 3,932 
4949 4,162 916 3,246 5,197 2,154 3,046 
41950 2,964 4,280 1,684 3,924 2,500 1,374 
1951 3,993 4,951 2,042 5,317 3,432 4,885 
1952 3,472 2,022 4,450 4,747 4,100 647 
1953 2,992 2,278 14 4,177 4,797 —620 
4954 3,492 2,030 1,462 4,749 4,853 —104 
1955 4,313 2,398 4,915 5,812 5,644 168 
41956 5,378 2,949 2,429 7,048 6,374 674 
1957 5,965 3,094 2,871 7,969 6,780 4,189 
1958 4,668 3,299 4,369 6,621 7,148 —527 
1959 4,724 4,517 207 6,909 8,417 |—1,508 
4960 6,696 4,174 2,522 8,841 8,381 460 
1964 6,824 4,054 2,767 9,362 8,048 4,314 
1962 7,118 4,535 2,583 | 10,266 8,854 4,412 
1963 7,558 4,714 2,844 | 10,647 9,211 1,436 
1964 8,588 5,192 3,396 | 12,263 9,942 2,324 
1965 8,909 6,198 2,741 12,783 11,234 4,549 
1966 9,577 7,663 4,914 13,677 41,616 2,064 
41967 9,670 8 ,089 1,584 14,445 42,167 2,278 
1968 40,539 | 410,203 336 15,492 15,060 432 
4969 14,638 10,244 1,424 | 17,906 16 ,479 827 
1970 14,174 | 14,275 2,899 | 20,393 | 20,194 199 
1974 43,579 12,754 810 | 20,564 | 22,205 |—1,644 
4972 14,965 45,557 |—2,803 | 22,106 | 26,423 |—4,317 


* Excluding military supplies and “gratuitous” aid. 
Sources: Balance of Paymenis Positions, Statistical Supplement, US Depart- 
ment of Commerce, Washington, 1963, pp. 17-26; Survey of Current 
Business, 1960-1973. 
Unless otherwise stated, these sources have been used for other computations 
of monetary and payments relations. 
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favour of the USA were observed during the initial post- 
war period, i.e., until 1955. During the first decade (1946- 
1955) the absolute surplus totalled $19,404 million. A deficit 
piled up in 1953, 1954, 1958 and 1959. The surplus for the 
next 10 years (1956-1965) amounted to $13,918 million. 

Also to be noted is that the surplus in these items of the 
USA’s balance of payments sharply decreases and even a 
deficit arises during years witnessing a heightening of in- 
ternational tension and a sharp growth of US overseas 
military spending. 

Military aid to foreign countries and the expenditures 
for the maintenance of troops and bases overseas add up 
to a very considerable sum, heavily burdening the USA’s 
monetary and payments relations, particularly with Western 
Europe. 

During the first ten years after the war (from July 1945 
to December 31, 1954) Western Europe received from the 
USA $8,200 million in military aid and $24,100 million in 
economic assistance and credits. During the next ten years 
(1955-1964) US military assistance to Western Europe 
amounted to $7,700 million, totalling $1,570 million in 1956 
and only $230 million in 1964. From 1959 onwards the West 
European countries began settling their debt and by 1964 
they had paid the USA $1,982 million.* 

In the USA’s summary balance of payments for 1946-1971 
the articles under the heading of gratuitous military aid 
and services up to 1950 occupy a very modest place. In 1951 
the expenditures under this heading soared and in four 
years (1951-1954) they amounted to the round sum of 
$11,488 million, i.e., ten times larger than for the preceding 
five years. The character and orientation of these aggressive 
aspirations of US imperialism are indicated by the size of 
the supplies to the West European countries under this 
heading. Of this $11,488 million worth of aid, $9,011 
million, or 78.4 per cent, was granted to the West European 
countries, i.e., the USA’s NATO allies, while in 1952 and 
1953 the aid to these countries exceeded 80 per cent of the 
total. These figures show that Europe was the main objective 
of US imperialism’s aggressive designs. 


* Statistical Abstract of the United States, 1962, pp. 865-67; 1965, 


pp. 863-65. 
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Altogether, in 1946-1965 the USA spent $33,624 million 
on gratuitous military aid and services. Of this total $21,681 
million, or 64.5 per cent, went to Western Europe. The 
USA’s expenditures on the upkeep of troops and military 
bases on foreign soil form another substantial item of 
expenses characterising the aggressiveness of US imperial- 
ism’s policies. These expenditures grew very considerably 
during the second post-war decade. From 1946 to 1951 the 
USA’s military expenditures overseas were relatively small: 
the five-year total amounting to $2,944 million. In the next 
five years (1951-1955) they rose to $11,188 million. In 
1956-1960 they reached $15,625 million. After 1961 they 
were maintained at the annual level of $3,000 million, but in 
1970 and 1971 their annual level rose to $4,800 million. Ap- 
proximately half of these sums was spent in Western 
Europe. In 1946-1965 the USA spent $44,314 million for the 
upkeep of troops overseas ($22,435 million, or 50.6 per cent, 
in Western Europe), and in 1966-1969 these spendings 
totalled $16,527 million ($6,315 million, or 38,2 per cent, 
in Western Europe). 

From the economic standpoint gratuitous goods deliv- 
eries and services and the expenditures for the upkeep of 
troops and bases overseas are a millstone on the balance of 
payments. They benefit the recipient countries for they re- 
present an additional source of revenue for improving their 
balance of payments. The gratuitous deliveries do not re- 
quire repayment in dollars or gold, while the expenditures 
on maintaining the American military presence are a source 
of dollars that can be used in the USA. 

Obviously, to meet all these expenditures the USA has 
to increase its exports. These expenditures are payment 
for US imperialism’s policy of world leadership. This policy 
is therefore directly dependent on a favourable trade 
balance. In the survey Balance of Payments of the United 
States for 1962 it is stated that the extent this aid and the 
military programmes are responsible for the deficit in the 
US balance of payments cannot be accurately assessed be- 
cause it is not known what proportion international transac- 
tions would have reached if these programmes were non- 
existent. This is a clumsy attempt to justify US imperial- 
ism’s expenditures that are not called forth by economic 
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necessity but represent the result of an aggressive policy on 
the world scene. Robert Triffin, a leading American expert 
on international finance, mentioned “the terrifying and 
disproportionate defence burdens—internal as well as 
external—which probably account, more than any other 
single factor, for the revolutionary shift which has taken 
place in the international dollar balance from pre-war to 
post-war days”.* US imperialism can pursue its policy of 
world leadership only if it has a large surplus in its balance 
of trade. 

However, it should not be overlooked that part of US 
aid has been rendered in the form of loans. 

The statistics given in the minutes of the US Congress 
show that of a total of $28,600 million in economic aid to 
Western Europe, $10,500 million were granted as loans. 
The economic character of loans differs from gratuitous 
military and economic aid.** For loans received on the 
usual terms, the recipient country has to pay an interest, 
and upon the expiry of a stated period the loans them- 
selves have to be repaid. Therefore, they cannot be regard- 
ed as a “terrifying burden” for the US balance of pay- 
ments. 

Let us now consider the role played by reciprocal exports 
of capital in the payments relations between the USA and 
Western Europe. ‘The various forms of the export of capital 
differently intluence a country’s balance of payments. 

In an earlier chapter we spoke of the dynamics, dimen- 
sions, trends and specifics of the reciprocal export of capital 
between the USA and Western Europe. Here we shall only 
trace how the movement of capital and the revenues yielded 
by it have been mirrored in the USA’s balance of pay- 
ments after the Second World War. A general picture is 
given in the table (see p. 274). 

The data on the revenues from US overseas investments 
and from foreign investments in the USA demonstrate that 
the US monopolies derive multi-million profits from the 
exploitation of the working people of other countries. How- 


*Robert Triffin, Gold and the Dollar Crisis. The Future of Converti- 
bility, New Haven, 1960, p. 8. 

** Congressional Record, Vol. 108, Part 10, Washington, July 19, 
1962, p. 14096. 
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ever, the revenues received by foreign capital in the USA 
are likewise growing. 

During the initial years after the war the profits derived 
by American capital in all regions were roughly five times 
larger than the revenues of the foreign monopolies from 


Movement of the Reciprocal Export of Capital 
Between the USA and Western Europe in the USA’s 
Balance of Payments in 1946-1971 
(g 1,000,000) 


| 1ou-0 | 1950-55 | 096-60 98165 1966-70 | 1971 


Export of US pri- 

vate capital to 

Western Europe | —4141] —506}]—3 ,513|—7,438) —7,720) —3,093 
Export of state 

capital —7,406] $257] +208/+1,343) —511 +86 
Total —7,817| —249 |—3 ,313/—6 ,095] —8 3211 —3,007 
Export of Euro- 

pean capital to 


the USA: 
long-term $418 |-4-4 283 |4-1,726] —3421441,726| 44,918 
short-term +678 |-1-4,481 |-43,380|+-1 ,380]4-44 2591-410 178 
Total 4-1,096 | 45,763 |-4-5, 106]-+-1,068|4-25 ,985|-+ 12,096 


Balance of the ex- 

port of capital |—8,796 |+5,514 |+4,762)—5,027/-+-47 ,754) +-9,089 
US revenues from 

investments in 

Western Europe 

(private and 


state) $664 |+2 228 |4-2 94914-5127) 49,214) 43,132 
West European 

revenues om 

investments in 

the USA —732 |—1 ,619 |—2, 443]-—3 ,791!|—10 ,143] —2,200 
Balance of reve- 

nues from _in- 


vestments —68} +609} +606/41,336} —729} +932 


Sources: Balance of Payments, 1958; Survey of Current Business, 1967-1972. 


investments in the USA (compared with the profit level 
of American overseas investments the latter totalled 23.2 
per cent in 1950 and 20 per cent in 1955). In subsequent 


ee Ul SS OOS eee 


BALANCE OF PAYMENTS AND MONETARY RELATIONS 275 


years, the revenues remitted by foreign investors in the 
USA increased not only in volume but also in comparison 
with the revenues received by the US monopolies from the 
exploitation of other peoples. In proportion to the returns 
from American overseas investments they amounted to 31.7 
per cent in 1960, 38.1 per cent in 1968 and 50.5 per cent 
in 1969. This increase took place chiefly through the growth 
of West European revenues in the USA. 

During the first few years after the war the West 
European monopolies remitted much larger profits from the 
USA than the Americans were pumping out of Western 
Europe. In those years the US direct investments in Western 
Europe were relatively small and the American monopolies 
were cautious about making new investments. The huge 
torrent of state capital was not yet yielding returns. After 
1950 the total profits remitted by the American monopolies 
to the USA began to eclipse the remittances of the West 
European capitalists from the USA. In 1950-1955 the excess 
totalled $609 million, while in 1961-1965 it reached $1,336 
million. The heavy flow of American investments to the 
West European countries after 1958 led to a growth of the 
revenues transmitted from Western Europe to the USA. But 
in recent years West European capital again outbalanced 
ue total revenues transmitted from Western Europe to the 

A. 

A distinctive feature of American private investments 
in Western Europe is that their share of the total revenues 
received overseas by the US monopolies is growing steadily: 
approximately 10 per cent in 1947-1952, 11 per cent in 
1953-1954, 14 per cent in 1955-1957, 17.5 per cent in 1960, 
20.5 per cent in 1965, 21.5 per cent in 1969 and 26.5 per 
cent in 1970. 

The US monopolies receive the bulk of their revenues 
from overseas investments, but the portion pocketed by US 
private capital in Western Europe is constantly increasing: 
since the war it has more than doubled. 

A review of the monetary and payments relations be- 
tween the USA and Western Europe will bring out the fact 
that the balance of payments on goods and services (exclud- 
ing military aid and services) almost always shows a surplus 
in favour of the USA. The United States needs this surplus 
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to ensure a definite external political and economic line 
with the leadership of Western Europe as its objective. In 
order to compel the West European countries to pursue a 
subservient policy, the USA maintains troops in their terri- 
tory and has to extend military and economic aid to them. 
The expenditures on the American military presence in 
Western Europe totalled $28,978 million in the period from 
1946 to 1970. Besides, the gratuitous aid during these years 
amounted to another $22,301 million. Thus, the surplus of 
the payments balance on goods and services is far from 
enough to pay for the expense of maintaining troops and 
rendering gratuitous aid. Until 1958 the huge surplus of 
$19,376 million enabled US imperialism to cover these 
expenses ($14,416 million on gratuitous aid and $2,003 
million on the upkeep of troops in 1946-1952). But later, 
when the surplus on goods and services substantially 
diminished and there was even a deficit in 1958 and 1959, 
US imperialism found it increasingly difficult to meet the 
cost of its leadership of Western Europe. The gratuitous 
aid was drastically reduced ($317 million in 1958, $148 
million in 1963, $562 million in 1965 and $231 million in 
1970) and the military expenditures were cut ($1,858 million 
in 1958, $1,496 million in 1963, $1,416 million in 1965). 
The expenditures on the policy of world leadership were 
one of the basic causes of the serious balance of payments 
crisis in the USA in 1958-1962 and of the dollar crisis gen- 
erally. In recent years the US imperialists have been more 
and more insistent in demanding that their West European 
partners ease their burden of expenditures in Western 
Europe linked with their policy of world leadership. 


3. Balance of Payments Crisis in the USA 


Beginning with 1950 the USA’s balance of payments has 
been constantly showing a deficit. The only exceptional 
year was 1957, when the Suez crisis forced the West 
European countries to make large purchases of oil and 
other commodities in the USA: 

The deficit of the USA’s balance of payments was 
$31,863 million in 1950-1964 ($10,732 million in 1950- 
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1956, and $21,131 million in 1958-1964). The US ruling 
circles became alarmed when a large gold drain started in 
order to cover this deficit. A balance of payments crisis 
broke out in 1958. 

The direct cause was the sharp reduction of exports— 
from $19,800 million to $16,200 million or almost by 12 
per cent compared with the 1957 level, while imports fell 
by only 3.9 per cent. Moreover, there was an increased 
outflow of private capital. 

It will be recalled that 1958 witnessed a crisis decline 
of industrial production, which began in the autumn of 1957 
and continued until the summer of 1958. However, this was 
only the impetus that brought to light the more far-reach- 
ing changes in the economic development of the USA and 
the West European countries, changes that were the real 
cause of the balance of payments crisis. 

Much has been written in the West about the USA’s 
balance of payments crisis, its causes, its development and 
the measures that have been taken to cope with it. In the 
speeches and messages of presidents, in the minutes of the 
hearings of Congressional committees, in the monographs 
and researches of economists and Government officials, and 
in scientific and socio-political journals one finds a discus- 
sion of the reasons behind the “fundamental changes” in 
world economic development that led not only to the crisis 
in monetary and payments relations but also to the crisis of 
US imperialism’s global policy. The overall cause that is 
not recognised by bourgeois economists and politicians but 
which became strikingly pronounced in the post-war devel- 
opment of capitalism and predicated the further deepen- 
ing of the capitalist system’s general crisis is the uneven 
development of capitalism. However much the apologists 
of the bourgeoisie laud the economic achievements of 
capitalism, the law of the uneven development of capitalism 
operates inexorably and leads to new and deeper contra- 
dictions. 

Post-war history shows that by virtue of capitalism’s 
immanent laws, which remain beyond the understanding of 
its high priests and politicians, the capitalist economy does 
not develop in a manner desired by the monopolies and 
its development does not yield the results they want. 
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For instance, with the proclamation of the Truman 
Doctrine and the adoption of the Marshal] Plan, the US 
monopolies helped to speed up the economic restoration of 
some West European countries that could absorb a substan- 
tial portion of the surplus industrial product of the USA. 
They helped to hasten the build-up of their military and 
economic potential as a vehicle of the aggressive American 
policy toward the socialist countries. 

The imperialist circles in the USA believed that their 
economic might, immense military establishments, monopoly 
over nuclear weapons, the aggressive North Atlantic bloc 
and the Organisation for European Economic Co-operation, 
which had laid the beginning for West European “unity”, 
and a number of other international economic and political 
organisations were the means by which they could dominate 
the capitalist world for many years to come. They expected 
that the “positions of strength” policy would allow them 
to dictate their will to all countries. However, reality de- 
veloped on the basis of its own dialectical laws. 

The USA’s economic might was undermined by a series 
of severe economic crises that enormously slowed down the 
development of the US economy. The monopoly over nuc- 
lear weapons was quickly broken. Serious contradictions, 
which markedly impaired the unity of the imperialist world, 
emerged in NATO as soon as it was formed. The OEEC 
was widely used by the European monopolies to expedite 
economic development in their own interests. In the long 
run the economic integration supported by the USA turned 
against it, while political integration remained a pipe 
dream. New countries that won liberation from colonial 
dependence were admitted to the United Nations and many 
of them adopted a consistently anti-imperialist stand. 

Uneven development is thus one of the prime causes of 
the deepening general crisis of capitalism and of the ag- 
gravation of the economic and political contradictions be- 
tween the principal imperialist countries. This has found 
expression in the cardinal reshaping of the monetary and 
payments relations between the USA and Western Europe. 
In the USA this reshaping is seen in the balance of pay- 
ments crisis, while in the leading West European countries 
it is manifested by their improved balance of payments 
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and their transition, in December 1958, to the partial con- 
vertibility of their currencies. 

In Europe’s Needs and Resources it is stated: “The return 
to convertibility marks a new phase in post-war monetary 
history, reflecting the confidence that emerging balance of 
payments surpluses can be maintained. Demand inflation 
has been overcome and reserves in most cases have been 
built up to the point where the main countries feel strong 
enough to do away with any discrimination based on cur- 
rency differences.’”* 

The decision of the European countries to return to con- 
vertibility is assessed by Robert Triffin as “an important 
step forward on the long road from the international mon- 
etary chaos of the last decades toward a new international 
monetary order”.** 

Until 1958, equated to gold the dollar was the interna- 
tional payment medium. In the absence of free convertibil- 
ity the huge growth of Government loans and “gratuitous 
aid” was to some extent a source of financing for levelling 
up the streams of short-term settlements and restoring a 
temporary equilibrium in international settlements. But 
these loans and “grants-in-aid” cannot be regarded as a 
normal means of levelling and they could only flourish 
when some countries were short of dollars and others had 
a surplus. In this situation private European capital flowed 
to the USA in search of more profitable application that 
guaranteed it against the losses from the depreciation of own 
currencies. 

The introduction of currency convertibility in 1958 was 
indeed of immense significance and was evidence of econom- 
ic stabilisation in Western Europe. Henceforth convert- 
ibility became a factor of the restoration of normal mone- 
tary and payments relations between the industrial capital- 
ist countries. Convertibility changed the status of the dollar 
in the world capitalist market. From now on the dollar was 
not the only means of international settlements or the 
only means of accumulating currency reserves. The dollar 
shortage of the early years after the war gave way to a 
surplus. 


* Europe's Needs and Resources, p. 700. 
** Robert Triffin, op. cit., p. 145. 
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This change of the dollar’s status powerfully influenced 
the economic and financial relations between the leading 
capitalist countries. 

It sparked a considerable movement of private capital 
from the USA to other countries. Following the introduc- 
tion of convertibility, the capital that had looked for more 
profitable and reliable investment in the USA began to 
repatriate. Further, it was found that there were greater 
“inducements to invest in Western Europe”.* 

The migration of private capital from the USA sharply 
reduced the demand for US Government short-term secu- 
rities. The introduction of currency convertibility enhanced 
the importance of gold for the maintenance of internation- 
al financial equilibrium, while the downgrading of the 
dollar’s importance imposed, as Robert Triffin put it, “dif- 
ficult balance of payments readjustments upon the centre 
countries of the system”’.** 

Convertibility fundamentally changed the conditions of 
the competition between the industrial countries in the world 
market. First and foremost, the disappearance of the dol- 
lar shortage, which had given the USA an “extraordinary 
market”, started a new era of intensive competition in the 
world capitalist market. 

In a survey of the balance of payments position made 
by the US Chamber of Commerce it is pointed out that 
when other countries were restoring their war-devastated 
productive capacities the USA encountered no difficulty in 
maintaining a large export surplus. The US was in the po- 
sition of a monopolist. “Now,” the survey stated, “we have 
competitors and must worry again about price and quality 
and sales promotion. We must earn the export surplus.”*** 

Indeed, the USA’s economic and trade position had seri- 
ously deteriorated by 1958. This was due not only to the 
decline of the USA’s share of the export of manufactured 
goods or to the reduction of the balance of trade surplus. 
The US monopolies felt the competition of the West Euro- 
pean countries and Japan not only in the markets of third 


* Hal B. Lary, Problems of the United States as World Trader and 
Banker, p. 72. 

** Robert Triffin, op. cit., p. 145. 
*** United States Balance of Payments Position, 1961, pp. 9-10. 
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countries but also in the American market. West European 
and Japanese products competed successfully in the Ame- 
rican market with the products of the US monopolies. The 
latter had always felt secure under the umbrella of protec- 
tionist tariffs, but now the situation changed. In the above- 
mentioned survey it is stated: “The products of Western 
Europe and Japan are becoming more familiar in our 
domestic markets and swelling our import totals.”* 

The US President’s message to Congress in January 1962 
listed the following reasons for the USA’s changed financial 
position on the international scene: 1) most of the West 
European currencies had become convertible; 2) there had 
been a considerable economic and trade growth in the EEC; 
8) the Soviet Union had developed inter-continental bal- 
listic missiles and the political stability in Europe had re- 
duced the USA’s attractiveness for European investors; 
4) the US economic and military aid programmes had 
come to be regarded as long-term commitments of the USA; 
5) the US balance of payments surplus had dwindled, 
while Western Europe and Japan had become competitors; 
6) the internal prices of some basic products had risen in the 
USA; 7) the West European countries had increased their 
gold and currency resources.** 

The substantial redistribution of gold and currency re- 
serves was one of the main factors showing capitalism’s 
uneven post-war economic development. 

The following points attract attention when we analyse 
the data on the movement of gold and currency reserves 
in the USA: 

a) There was hardly any change in the level of the 
USA’s gold and currency reserves in 1950-1957. Then they 
shrank from $22,857 million in 1957 to $15,450 million at 
the close of 1965, i., by $7,407 million. Since 1950 the 
gold and currency reserves of the West European coun- 
tries have been steadily growing. 

This growth of currency and gold reserves was observed 
in all the West European countries except Britain, whose 
reserves at the close of 1965 were somewhat smaller than 

* Tbid., p. 20. 


** Economic Report of the President, Transmitted to the Congress, 
January 1962, Washington, 1962, pp. 153-55. 
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in 1950. There was a particularly large increase of gold 
and currency reserves in the EEC countries. 

b) In 1950-1965 the increment in the gold and currency 
reserves of the capitalist world amounted to $21,790 mil- 
lion. The bulk of this increment—$19,983 million—was 
built up in Western Europe, chiefly in the Common Market 
states. This changed the share of the USA and Western 
Europe in the total capitalist world reserves of gold and 
currency. In 1950 the USA had 47.1 per cent of this total, 
whereas Western Europe had 21.1 per cent. In 1965 the 
USA’s share dropped to 22 per cent, while that of the EEC 
countries rose to 32.6 per cent, surpassing the USA’s share 
by over 10 per cent. 


Gold and Currency Reserves of the USA and West 
European Countries in 1950-1965 


($1,000,000) 
Per cent Per cent 
1950 | 1960 | 1965 | Gotar'in | ‘total in 
1950 1965 
Capitalist world, 

total 48,435 | 59,865 | 70,225 100.0 100.0 
USA 22,820 | 17,804 | 15,450 47.4 22.0 
Britain 3,668 3,239 3,004 7.6 4.3 
EEC, total 2,924 | 15,051 | 22,907 6.0 32.6 
Belgium 795 4,422 2,304 1.6 3.3 
France 791 2,070 6 ,343 1.6 9.0 
FRG 1,190 6,737 7,429 1.8 10.6 
Italy 602 3,080 4,415 12 6.3 
The Netherlands 548 4,742 2,416 1.4 3.4 
Austria 91 698 1,341 0.2 419 
Denmark 97 255 586 0.2 0.8 
Norway 122 283 476 0.3 0.7 
Sweden 289 490 972 0.6 1.4 
Switzerland 4,579 2,324 3,247 3.2 4.6 

Rest of the capital- 
ist world 16,845 |} 19,721 | 22,272 34.8 54.7 


Sources: International Financial Statistics, Supplement to ee issues, 
p. IV; International Financial Statistics, June 1966 
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c) However, the increase in the gold and currency re- 
serves was far from even in the different countries. Consid- 
erable increases were registered in Belgium, the Nether- 
lands, Switzerland and Sweden. 

If we consider only the movement of the capitalist 
world’s gold reserves, we shall get the following picture: 
the USA’s gold reserves decreased by $8,792 million in 
the period from 1957 to 1965, its share of the capitalist 
world’s reserves thereby falling from 64.6 per cent in 1950 
to 32.5 per cent in 1965. 

In 1950 the currency reserves of the West European 
continental countries were equal to 18.2 per cent of those 
of the USA. In 1962 their gold reserves equalled those of 
the USA, and in 1965 they surpassed the US gold reserves 
by 25 per cent. 

In Western Europe the largest increases were observed 
in the FRG, France and Italy. In the FRG the gold reserves 
increased from $28 million in 1950 to $4,410 million in 
1965, in France from $662 million to $4,709 million, and in 
Italy from $256 million to $2,404 million. 

The position of the USA and Western Europe at the 
time the balance of payments crisis broke out may thus be 
characterised as follows. 

As trader and banker the USA’s position weakened, 
other countries became less dependent on the USA as a 
goods supplier and as creditor, while the migration of 
foreign capital intensified. With the worsening of the com- 
petitive positions the trade surplus shrank and, alongside 
other factors, the preservation or even rise of the overseas 
expenditure level led to a drain of gold reserves and created 
a threat to the dollar’s stability. The dollar became ex- 
tremely sensitive to foreign speculation. The USA found its 
position as the financial centre of the capitalist world 
shaken. 

Some acute and difficult problems arose in the US 
economy. These were chronic unemployment, inflation, a 
balance of payments deficit, and foreign competition not 
only in the external markets but also at home. The attain- 
ment of economic stability, a durable growth of production 
and a higher level of employment were the key to the solu- 
tion not only of economic problems but also of problems 
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like increasing competitiveness in the world market, sur- 
mounting the dollar crisis and preserving the dollar’s in- 
ternational role, and also of the political and military task 
of sustaining US imperialism’s leading role in the capital- 
ist world. In June 1963 the influential American journal 
Fortune wrote: “If the deficit continues ... the US could be 
forced to suspend gold selling ... and even to abdicate its 
world leadership and reverse the trend toward the unifica- 
tion of the Western world.”* The balance of payments 
crisis proved to be a crisis of the USA’s global policy. 

By that time the economy of the leading West European 
countries had stabilised, production was on the upgrade and 
their position in the external markets had expanded. They 
had done away with their economic and financial depend- 
ence on the USA. They had a permanent balance of trade 
surplus, their gold and currency reserves had grown consid- 
erably, there was mainly an unseen threat of inflation, 
their currencies had firmed up and, after the introduction 
of convertibility, had grown strong as international means 
of payment. From 1958 onwards pressure has been increas- 
ing in France for a return to the gold standard in interna- 
tional settlements. 

With employment almost total in most of the West Eu- 
ropean countries, the economic problems were concentrated 
round preserving competitiveness by maintaining the neces- 
sary level of investments and the corresponding commodity 
price and value pattern. In short, Western Europe had 
passed from dependence on the USA to a position of in- 
terdependence. The USA soon had to recognise this inter- 
dependence. 


4. Measures Taken in 1960-1965 To Surmount the Balance 
of Payments Crisis 


In connection with the balance of payments crisis, which 
laid bare the vices of the USA’s economy and policies and 
led to a drastic paring down of its gold reserves, many 
plans were suggested in the USA for surmounting the crisis. 


* Fortune, June 1963, p. 113. 
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The ruling circles were particularly concerned over the 
drain of gold to Western Europe and over the growing 
dollar surplus and short-term securities in the hands of 
foreign holders. 

Under the law then in operation in the USA the gold 
backing of the dollar had to be equal to at least 25 per 
cent of the notes of the Federal Reserve System in circula- 
tion and of the bank reserves kept by that system. At the 
beginning of 1965 the gold backing of the dollar had to be 
equal to $13,600 million. With a gold reserve of $15,500 
million the free amount of gold that could be used to back 
the dollar was only $1,900 million, of which $800 million 
were taken from the International Monetary Fund. The 
dollar was jeopardised. In the US President’s report for 
1962 it is stated: “The present position of the United States 
is satisfactory as long as foreign holders of dollars are 
confident that the gold value of the currency will be main- 
tained.”* Confidence in the dollar could last only as long 
as there was gold to back up the dollar, but the possibility 
for this was fading. While the free gold was down to 
$1,900 million, foreign claims against that gold could reach 
$26,100 million.** 

If in the USA the balance of payments is regarded as 
the result of political decisions, the crisis of that balance 
should be considered not only as a process in the financial 
and monetary sphere but also as a crisis of US imperial- 
ism’s foreign and economic policies, above all as a crisis 
of its post-war policy of world domination. 

Essentially speaking, the balance of payments crisis 
accentuated the question whether the USA was in a posi- 
tion to continue that policy, whether it could continue its 
drive for the leading role in the world. From this angle 
interest is attracted by the measures that the US ruling 
circles took to surmount the crisis. The kind of measures 
that were taken may be seen chiefly from the US Presi- 
dent’s annual reports to the Congress on the economic situa- 
tion in the country, the 1961 survey of the balance of 
payments problems made by the US Chamber of Com- 

* Economic Report of the President, Transmitted to the Congress, 


January 1962, p. 152. 
** United States News and World Report, January 11, 1965, p. 20. 
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merce, the annual reports of the Federal Reserve System, 
documents of the US Congress, and other material. 

As an economic and political phenomenon the balance 
of payments crisis posed US imperialism with a number of 
cardinal questions: Were policy modifications needed? What 
was the permissible deficit? Should there be an increase in 
exports or a reduction of imports? Should there be a reduc- 
tion of foreign aid and Government expenditures on the 
upkeep of troops and bases abroad? Should measures be 
taken against the free movement of capital? 

US Government documents and the publications of big 
business circles make it quite plain that the US imperial- 
ists had neither the intention nor the resire to reconsider the 
foundations of their global policy and strategy. 

Of course, the change in the balance of strength in the 
imperialist world, mainly between the USA and Western 
Europe, and the contradictions between the West European 
countries themselves compelled the US ruling circles to 
introduce some modifications in their policy. They began 
to recognise that it was necessary to give more considera- 
tion to the interests of the West European countries and 
found they had to give them more rights in international 
institutions and organisations. However, the USA demand- 
ed that they increase their military expenditures to some- 
what alleviate its own expenditures on its world leadership 
policy. At the same time, it took steps to preserve its leader- 
ship of the capitalist world. The serious contradictions be- 
tween the West European countries facilitated this task but, 
at the same time, harboured the danger of a further deep- 
ening of inter-imperialist contradictions. 

There was no dearth of recommendations for ways of 
overcoming the balance of payments crisis: a reduction of 
military spending overseas, measures to halt the growing 
flow of capital to other countries, more stringent discrim- 
ination against imports from competitors, the termination 
of aid to foreign countries, chiefly to West European etc. 
However, the Government and big business were opposed to 
measures of this kind, feeling that they would prejudice the 
main orientations of US imperialism’s global policy. 

The President’s report to Congress in January 1962 
stated: “Persistent international payments deficits and gold 
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outflows have made the balance of payments a critical 
problem of economic policy. We must attain a balance in 
our international transactions which permits us to meet 
heavy obligations abroad for the security and development 
of the free world, without continued depletion of our gold 
reserves or excessive accumulation of short-term dollar 
liabilities to foreigners. ... To increase our exports is a task 
of highest priority, and one which gives heightened signi- 
ficance to the maintenance of price stability and the rapid 
increase of productivity at home.”* 

This attitude is most clearly set out in the 1961 report 
of the Committee on Economic Policy, which criticised 
what it termed as “cries of alarm” and declared that the 
proposals of the alarmists “have not been based on careful 
analysis of the causes of our present dilemma”. 

These “cries of alarm’, it is stated in the report’s intro- 
duction written by Robert S. Macfarlane, Chairman of the 
Committee on Economic Policy, “have often been accom- 
panied by suggestions for drastic measures to stop the loss 
of gold, including infringements on our essential freedoms 
to travel and invest abroad, curtailment of military spend- 
ing abroad, reductions of foreign aid and barriers on our 
imports”, 

Regarding the causes giving rise to these problems, the 
report pointed out that the balance of payments difficul- 
ties were due to the unilateral transfer of funds from the 
USA (started during the Second World War) to West 
European countries first in the shape of economic and then 
military aid. As time passed Japan, too, began receiving 
similar aid. Also figuring among the causes was the eco- 
nomic aid to developing countries, which in fact was de- 
signed as a new way to reduce these countries to economic 
bondage. 

It would seem that such an analysis of the causes of the 
crisis should have recommended a reduction of expendi- 
tures on economic and military aid as the principal solu- 
tion. However, this sole correct and reasonable way of 
ending the crisis was rejected. On the contrary, the report 


* Economic Report of the President, Transmitted to the Congress, 
January 1962, p. 10. 
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stated: “A large surplus on current account, or an excess of 
exports over imports, is needed to maintain a large volume 
of unilateral transfers without offsetting gold sales or 
increased short-term dollar assets held by foreigners.” The 
need for this excess and for spending it were regarded as 
“part of the price the country pays for its overseas military 
establishments and for its contributions to the military 
power of allies and to the progress of underdeveloped na- 
tions”’.* 

The logic of this report is that although the heavy over- 
seas spending was the cause of the crisis, the way out of it 
was to increase overseas spending. 

The recommendation was thus that reliable sources should 
be found that could ensure the receipt of this surplus on 
current account and thereby cover the further increase of 
overseas spending. 

In Chapter IV, headed The Cures, the report examines 
the ways and means of increasing the surplus. First, the 
question was raised whether it was possible to reduce 
economic aid to the developing countries. On this aid the 
USA was spending $1,600 million annually, and of that 
sum three-fourths was spent on purchases of goods in the 
USA. Thus, economic aid to the developing countries in- 
creased American exports and, in fact, constituted Govern- 
ment aid to the US monopolies, which made a good profit 
on Government-paid supplies to the developing countries. 
The monopolies concerned were opposed to any cessation 
of that aid. The report stated: ‘The elimination of aid 
would therefore be accompanied by a reduction in our 
exports.’** 

At a press conference on July 5, 1962 President Kennedy 
spoke highly of the draft Foreign Aid Bill. He declared 
that the foreign aid programmes “made great demands on 
our people” but “are vital to our security and are carefully 
designed to respond to the national interests of the United 
States”. 

Half of the money authorised for foreign aid, Kennedy 
said, would be spent on military aid, in other words, it 
* United States Balance of Payments Position, 1961, pp. 9-10. 

** Thid., p. 27. 

*** The New York Times, Paris ed., July 6, 1962. 
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would in fact be spent in the USA. Over 80 per cent of 
the money committed to economic aid was in the form 
of loans, not grants, and would be repaid in dollars. 
More than 80 per cent of the money appropriated for the 
foreign aid programme would be spent in the United 
States on goods and services that would be supplied 
aa new and tighter procedures that were being devel- 
oped.* 

The American press noted that foreign aid represented 
over 12 per cent of the country’s exports and provided 
employment for 700,000 workers. “The true story of foreign 
aid thus turns out to be that this programme now has be- 
come a subsidy built into the US economy—just like subsi- 
dies for agriculture or for war veterans or for old folks or 
for some industries.”** According to figures published in 
the United States News and World Report, of the $6,100 
million allocated by the USA for foreign aid in 1961, $4,400 
million was spent on economic aid and $1,700 million on 
military aid, with $1,500 million of the latter sum used for 
the purchase of aircraft, tanks and other armaments in the 
United States. A total of 79 per cent of the $6,100 million 
found its way to the safes of the American monopolies and 
only 21 per cent was spent overseas. Three-fourths of the 
$90,500 million allocated by the USA for foreign aid in 
the period from 1946 to 1961 were spent directly in the 
United States. In 1962 from 80 to 85 per cent of the total 
aid was spent in the USA. 

Not only economic but political motivations underlie US 
foreign aid. This aid, the above-mentioned journal wrote, 
is a cornerstone of US foreign policy. Formerly most of the 
economic and military aid went to the West European 
states. Now attention was centred on the developing coun- 
tries. 

In the choice of the way out of the balance of payments 
crisis the US ruling circles thus refused to consider the 
abandonment of foreign military aid or a reduction of the 
expenditures on the maintenance of US troops and bases 
abroad. 


* Thid. 
** United States News and World Report, August 6, 1962, p. 55. 
19-1367 
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The following arguments are to be found in the report 
of the Congressional Committee on Economic Policy. First, 
the $3,000 million that were annually spent on the mainten- 
ance of US military establishments overseas and adversely 
affecting the US balance of payments was “a clear example 
of policy whose determination is based and should be based 
on consideration other than our balance of payments 
position”.* In other words, regardless of the state of the 
balance of payments the US imperialists were deter- 
mined to keep their troops and military bases in foreign ter- 
ritories. 

Second, regarding the economic aspect of this question 
it was stated that a reduction of military expenditures 
overseas would have an “immediate and almost equally 
large impact on our deficit”.** The countries where American 
troops and bases were maintained would immediately 
reduce their imports from the USA to a sum equal to 
the loss of revenue received from the US bases and 
military personnel. 

The US imperialists thus regarded a scaling down of 
the military expenditures overseas as an unsuitable means 
of diminishing the balance of payments deficit. 

The report of the Committee on Economic Policy consid- 
ered the possibility of reducing the balance of payments 
deficit by curtailing private investments abroad. On_ this 
point it noted that the direct investment overseas “‘creates 
some foreign demand for United States exports”. If the 
earnings from these investments “are not repatriated, but 
reinvested, ... they sustain additional American exports”.*** 

The report offered the following conclusion: “Curtail- 
ment of private foreign investment might aggravate the 
supply problems of our industry and thus slow down our 
growth. Investment funds should be free to seek the most 
profitable opportunities, wherever they may be found; leg- 
islation introducing geographical discrimination in tax 
treatment has no economic rationale.”**"* 


* United States Balance of Payments Position, 1961, p. 30. 
** Tbid. 
*#% Ibid, p. 31. 
“He Thid., p. 32. 
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As a means of improving the balance of payments the 
report recommended not the curtailment of American in- 
vestment overseas but the encouragement of foreign in- 
vestment in the US economy. 

Of the other measures to solve the balance of payments 
problem the report examined two possibilities: reducing 
imports and increasing exports. 

Imports could be reduced by raising tariffs, which were 
already high in the United States, and by introducing a 
quota system. But this could provoke retaliatory measures 
on the part of the countries concerned. ‘No nation,” the 
report said, “is free to pursue whatever policies it desires 
without regard to repercussions via the reactions of other 
nations.”* 

The balance of payments deficit could be reduced by 
increasing the surplus in trade and services. To this end it 
would be necessary to restrict foreign travel since there 
were more Americans travelling abroad than foreign tour- 
ists coming to the USA. In 1965 Americans travelling 
abroad spent $1,200 million more than was earned from 
tourist travel in the USA. As long as the economic crisis 
was not serious and revenues did not have a permanent 
tendency to decrease, the effect of restricting foreign travel 
would hardly be considerable. The efforts that were made 
to attract more European tourists could somewhat increase 
earnings and thereby somewhat reduce the excess of the 
expenditure on American tourism over the revenue from 
foreign tourism in the USA. However, this could not lead 
to a cardinal solution of the problem and could hardly 
halt the deficit in this item of expense. Any reduction of 
earnings from American tourism would entail an equal 
reduction of imports from the USA. 

Lastly, the report considered the devaluation of the dollar 
as a device “to correct a fundamental disequilibrium in 
the balance of payments in a single bold stroke”. The 
report did not oppose devaluation in principle, but noted 
that if this step were found necessary in a few years it 
had to be taken when nobody expected it, otherwise, it 
would be put into effect “at the wrong time and under 


* Tbid., p. 8. 
19# 
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inauspicious conditions”.* It warned that devaluation would 
affect “the entire world system of trade and payments” and 
precipitate the devaluation of many other currencies. 

The US Government and the Chamber of Commerce, as 
the spokesman of American big business, saw the solution 
mainly in increasing exports to the utmost. This was the 
angle from which economic relations with Western Europe 
were examined by the Congressional Joint Economic Com- 
mittee in December 1961. It recommended that exports 
should be increased by $8,000-10,000 million within the 
next ten years, with the accent on manufactured goods. At 
the Committee’s hearings Robert R. Bowie, Director of the 
Centre for International Affairs at Harvard, urged US 
“partnership” with Western Europe and an expansion of 
trade with that area. “Expanding trade,” he said, “is going 
to be necessary for the continued healthy growth of the 
industrial economies.”** 


5. From the Dollar Crisis to a World Monetary 
Crisis 


Thus, in the early 1960s, when the balance of payments 
crisis had erupted and a substantial gold drain to Western 
Europe had begun, all the efforts of the US ruling circles 
were concentrated on stepping up the intensive prepara- 
tions for a new assault on the world markets. A little over 
six years passed from 1965, when the USA launched its 
programme for this assault, to August 1971, when President 
Nixon announced an “emergency programme” to save the 
dollar. These years were filled with dramatic developments, 
which provided evidence of the high tension between the 
imperialist powers and of the growing instability of the 
capitalist system itself. 

As early as at the beginning of the 1960s President 
Kennedy had propounded a programme of interdependence 


* United States Balance of Payments Position, 1961, pp. 41-42. 

** Hearing Before the Subcommittee on Foreign Economic Policy of 
the Joint Economic Committee, Congress of the United States, Decem- 
ber 4-14, 1961, Washington, 1962, p. 81. 
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between the USA and Western Europe, that was to be 
accorded a larger place and more influence in world policy 
and the capitalist economy. It is now difficult to say 
whether this programme was a dodge or a reflection of 
Kennedy’s political objectives, but after his assassination 
the interdependence thesis figured less and less in the for- 
mulas defining the substance of the USA’s global policy. 
President Kennedy had made a great effort to enhance the 
USA’s economic growth and its role in the world markets. 
His successor, President Lyndon B. Johnson, continued this 
policy, an element of which was the increase in military 
spending and the escalation of the war in Indochina. 
But in early 1965 the main effort was directed toward 
improving the balance of payments in order to halt the 
gold drain. 

In March 1965 the Congressional Committee on Banking 
and Currency studied the balance of payments position and 
charted new measures aimed at increasing exports and 
boosting the USA’s competitiveness. 

In February 1965 President Johnson sent the US Con- 
gress a message in which he proclaimed a 10-point pro- 
gramme for improving the balance of payments. These 
points included: 

the financial corporations had to restrict exports of capital 
voluntarily and submit their capital export policy to the 
direction of the Secretary of the Treasury and the Federal 
Reserve System; 

the American industrial enterprises had to take extra- 
ordinary steps to improve their foreign remittances; 

there had to be another cut in overseas expenditures on 
defence and aid; 

the free dollar exports by American tourists had to be 
reduced by legislation; 

the barriers to the inflow of foreign capital into Ameri- 
can insurance companies had to be lifted by legislation; 

exports and the further strengthening of the USA’s 
competitive position had to be more vigorously encouraged 
through the maintenance of stable prices and wages; 

the dollar drain under the aid programmes had to be 
reduced and replaced by exports of goods and services; 

the Defence Department should take further steps to 
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rationalise overseas operations and increase the sale of 
military supplies to the USA’s foreign partners.* 

Addressing businessmen and bankers on February 18, 
1965 President Johnson urged them “to join hands with 
your Government in a voluntary partnership” in order to 
reduce the flow of capital abroad, promising to help them 
expand the export markets and expressing the confidence 
that this would be achieved “without prejudice to our na- 
tion’s role as leader in the free world”.** 

Secretary of the Treasury Douglas Dillon, Secretary of 
Commerce John T. Connor, many businessmen, Government 
officials and economists testified at the hearings of the Sub- 
committee of the Committee on Banking and Currency. 

Dillon urged prompt and decisive reductions of the bal- 
ance of payments deficit and suggested some measures which, 
he believed, would help to carry out the programme pro- 
posed by the President. 

Connor and William M. Martin, Chairman of the Board 
of Governors of the Federal Reserve System, had a meeting 
with ‘“‘a group of distinguished business and financial lead- 
ers”, urging them that in 1965 the increment in the foreign 
credits should not exceed 5 per cent above the 1964 level. 
The Federal Reserve System outlined the procedure for car- 
rying out this programme. “This,” Dillon declared, “means 
that, over the coming months, bank loans to Western Eu- 
rope will have to be reduced substantially.’”*** 

Secretary of Commerce Connor told the Senate Subcom- 
mittee that despite the successes that had been achieved in 
narrowing the gap between revenues and overseas expendi- 
tures the USA had to “close the gap faster”. The way to 
achieve this, he said, was “to restrain the rise in our expen- 
ditures while pressing for a very significant rise in our re- 
ceipts” *"* 

The programme suggested by the President and the mea- 
sures that were outlined by the Government and the Federal 


* The Department of State Bulletin, March 1, 1965, pp. 282-88. 
** Thid., March 8, 1965, pp. 335, 336. 

** Balance of Payments, 1965, Hearings Before a Subcommittee of the 
Committee on Banking and Currency, US Senate, 89th Congress, Ist 
Session, Part 1, March 1965, Washington, 1965, p. 20. 

*#2% Thid., p. 180. 
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Reserve System show how inflamed the atmosphere had be- 
come between the USA and the leading West European coun- 
tries in the world markets. 

Inasmuch as a policy of increasing exports was not the 
prerogative of the USA—the West European industrial states 
were likewise bent on stepping up exports—it signified a 
further aggravation of the already acute struggle between 
the imperialists for supremacy in the world markets. 

In an analysis of the situation Walter S. Salant wrote: 
‘Western Europe developed the capacity not only to supply 
its own needs, but also to capture from the United States a 
large share of markets in third countries and to make a size- 
able penetration of the US market.’’* 

Noting that there was a growing similarity in the produc- 
tion technology and consumption pattern of the economies of 
Western Europe and the United States, Salant added: ‘In 
any event, it seems likely that the growing similarity in pat- 
tern will make for more intensive competition.”** 

Lately there has been a marked aggravation of the strug- 
gle between the imperialist states for the seizure of markets 
and the ousting of competitors. Whereas for some years after 
the war the USA monopolised the world markets and had 
practically no rivals, the situation now changed. The West 
European countries and Japan became the USA’s most dan- 
gerous rivals. The contradictory character of imperialism’s 
development after the Second World War consists in the fact 
that by its “unilateral transfers” in the form of economic 
and military aid the USA helped these countries to recover 
and become dangerous rivals. Prior to 1959 in the USA it 
was declared that this aid was a factor speeding up the recov- 
ery of the West European countries. It now became in- 
creasingly obvious that the emergence of the serious balance 
of payments crisis, which forced US imperialism to reconsid- 
er the very foundations of its policy, was the most deadly 
criticism of the short-sightedness of the USA’s aggressive 
foreign policy. 

However, the setbacks of US imperialist policy were not 
due to a lack of effort in the economic or technical spheres. 


* Walter S. Salant, The United States Balance of Payments in 1958, 
Washington, 1963, p. 92. 
** Tbid. 
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They were the result of the unrealistic global aims of that 
policy. 

Earlier we noted that at the beginning of the 1960s the 
US ruling circles had set the objective of increasing exports 
by $8,000-10,000 million. Actually, in the period from 1960 
to 1970 the USA’s exports grew not by $10,000 million but 
by $23,700 million, reaching a total of $42,600 million, i.e., 
more than doubling. This major achievement was the result 
of an immense effort and considerable economic and tech- 
nological progress. 

Here a large role was played by the liberalisation of trade 
under an agreement signed in GATT in 1967 following the 
drawn-out Kennedy Round of negotiations. In 1960-1970 US 
exports increased to Western Europe from $6,300 million to 
$14,300 million (by 130 per cent) and to the EEC countries 
from $3,500 million to $8,300 million (by 146 per cent). In 
1965-1970 the total exports of the USA grew by $15,700 mil- 
lion: to Western Europe by $5,600 million and to the EEC 
countries by $3,400 million.” But, as we have already point- 
ed out, this was not a US prerogative. The exports of the 
West European states, particularly of the EEC countries, 
grew at a much faster rate. In the total export of the capi- 
talist world the period from 1960 to 1970 thus witnessed a 
drop of the USA’s share and a rise of the share of Western 
Europe, especially of the EEC states. The USA took a beat- 
ing in the struggle for domination of the world markets and 
this aggravated its position in the capitalist world. The sig- 
nificance of this factor should not be underestimated. 

State expenditures are another element showing the differ- 
ent trends in the economy of the USA and Western Europe 
and influencing their position in the world markets. Not 
all state expenditures are unproductive. The expenditures on 
education, the health services, the promotion of science and 
scientific inventions are productive. But from the standpoint 
of social reproduction the military expenditures of the cap- 
italist countries are non-productive. However, Western econ- 
omists and politicians approach this question one-sidedly. 
They ignore the dual nature of military expenditures and 
regard them as stimuli of economic growth. We have already 


* Monthly Bulletin of Statistics, June 1971, p. XII. 
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mentioned that although military expenditures do indeed in- 
crease the GNP they cut the possibilities for accumulation 
by their entire sum, for it drops out of social reproduction. 
The larger these expenditures the less are the possibilities 
for extended reproduction. 

A comparison of the military expenditures of the USA 
and of the West European countries makes it clear that for 
their absolute total and rate of growth the USA’s military 
expenditures considerably transcend those of the West Euro- 
pean countries. For instance, according to official statistics 
the USA’s military spending increased in 1964-1968 by 57 
per cent, from $51,300 million to $80,600 million, while in 
the same period the European members of NATO increased 
their military expenditures by 15.2 per cent, from $19,700 
million to $22,700 million.” If we take the overall state con- 
sumption of the GNP for two years, 1968 and 1969, with- 
out considering the productive and non-productive aspects, 
we shall see that in France it totalled 12.7 and 12.3 per cent, 
in the FRG 15.7 and 15.6 per cent, in Britain 18 and 18 per 
cent, and in the USA 20 and 21 per cent.** Apparently it is 
also not accidental that relative to state consumption the gross 
accumulations in these two years were: 196.7 and 206.8 per 
cent in France, 148 and 155 per cent in the FRG, 102 and 
97 per cent in Britain, and 80 and 80 per cent in the USA. 
Thus, in France and the FRG the gross accumulations were 
twice the total state expenditures, while in the USA they 
amounted to only 80 per cent of these expenditures.** 

Naturally, these indices cannot give an accurate idea of 
the role played by state expenditures or of their relation to 
total investments because the pattern of state expenditures 
is heterogeneous. But they help to show the correlation be- 
tween these expenditures and total investments. The tendency 
thus brought to light shows that in the USA the enormous 
state expenditures reduce the proportion of the value for gross 
accumulations, while in the West European countries state 
expenditures form a small portion of the GNP and this makes 
it possible to increase the portion for investment. 


* World Military Expenditures, Washington, 1970, p. 18. 
a eats Bulletin of Statistics, October 1971, Hoe 189-94. 
*e* Thid. 
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Further, the dollar's function as an international payment 
means equated to gold, as a “substitute for gold”, is also a 
major factor changing the situation in individual leading 
capitalist countries. This function was assigned to the dollar 
under the 1944 Bretton Woods agreements, i.e., prior to the 
end of the war. At the time the economy of the West Euro- 
pean countries lay in ruins, while the USA was producing 
56 per cent of the capitalist world’s total industrial output. 
But from the close of the 1950s onwards the situation under- 
went a radical change. This change was mirrored in the 
USA’s chronic balance of payments deficit, which under- 
mined the dollar’s position as a “substitute for gold”. As early 
as 1962 France formally proposed a transition from gold 
devisen to a gold standard, in other words, that the dollar 
should be deprived of its status as a “substitute for gold” and 
a gold standard set up in international settlements. But the 
USA tenaciously clung to the gold devisen standard, which 
served its interests. Its liabilities to other countries had al- 
ways been substantially larger than the liabilities of other 
countries to it. In 1950-1970 the US balance of payments 
deficit totalled $49,200 million. This deficit was partially cov- 
ered by exports of gold, but mostly by the emission of paper 
dollars, whose quantity in foreign hands, especially in Euro- 
pean banks, grew steadily. Between 1960 and 1970 80 per 
cent of the US balance of payments deficit was covered with 
the issue of paper dollars, and 20 per cent with short-term se- 
curities. 

Eurodollars, i.e., American dollars deposited in West Eu- 
ropean banks and in the European branches of American 
banks, began to pile up in central and private accounts. 
The quantity of these Eurodollars grew quickly. The Bank 
for International Settlements estimates that the quantity of 
Eurodollars totalled 9,000 million in 1964, 25,000-30,000 
million in 1968, 34,000 million in 1969 and nearly 50,000 
million in 1970. The flood of Eurodollars combined with the 
growing gap in the parities between European currencies 
precipitated a series of phenomena, which intensified the 
confusion in the capitalist monetary system. First, the large 
demand for Eurodollars by the American monopolies and 
their subsidiaries in Western Europe jacked up the value of 
Eurodollar credits. This was accompanied by a rise of the 
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rates in the internal monetary markets of the West Euro- 
pean countries as well. In 1969, compared with the preced- 
ing year, the rates of the central banks rose: from 3 to 6 
per cent in the FRG, from 7 to 8 per cent in Britain, from 
5.5 to 6 per cent in the USA, from 5 to 7 per cent in Swe- 
den, and so on. These rates were the highest since the war. 
Second, speculative operations increased in expectation of a 
rise of the exchange rate of the FRG mark and of the de- 
valuation of the French franc. Among other things, this 
reflected the rivalry between the FRG and France for a 
larger role in the Common Market. The favourable econom- 
ic development of the FRG, particularly in foreign trade, 
strengthened the position of the West German mark in the 
international markets. In 1968 the FRG’s exports increased 
by 17 per cent (totalling $24,800 million), and its imports 
amounted to $20,100 million, thus giving it a surplus of 
$4,700 million; in 1969 its exports reached $29,000 million 
and its imports $24,900 million, the surplus coming to $4,100 
million, with prices showing a relatively slower rate of 
growth. In France, on the contrary, the nation-wide strike 
in June 1968 weakened that country’s export positions and 
this, in turn, led to a considerable balance of payments defi- 
cit which had to be covered with exports of gold and cur- 
rency. As a result, France’s gold and currency reserves de- 
creased from $6,900 million on March 1, 1968 to $3,600 mil- 
lion on July 1, 1969.* In November 1968 this situation was 
used by speculators to begin raising the exchange rate of the 
FRG mark, believing that the franc’s devaluation was inevi- 
table. The FRG ruling circles likewise expected the franc’s 
devaluation and the accompanying enhancement of the FRG 
mark’s role in the Common Market and in Western Europe 
as a whole. However, France did not devaluate the franc 
either in November 1968 or in May 1969, when capital again 
began fleeing from the franc. However, the franc’s devalua- 
tion was inescapable and it took place on August 10, 1969. 
The gold content of the franc was reduced from 0.180 to 
0.160 gram, and its dollar exchange rate was lowered from 
4.937 to 5.554 francs, i.e., by 12.5 per cent. 

In the FRG, on the contrary, the large foreign trade sur- 


* Monthly Bulletin of Statistics, June 1970, pp. 212-13. 
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plus and the slower growth of prices compared with other 
countries created the conditions for raising the exchange rate 
of the mark relative to other currencies. This was the reason 
for the huge influx of “hot money” to the FRG in the autumn 
of 1968 and spring of 1969. This inpouring of speculative 
money, which reached 16,000-17,000 million marks, increased 
the inflationary pressure on the internal prices and further 
impaired capitalism’s monetary system. The revaluation 
of the FRG mark became inevitable. But before taking this 
step the FRG Government introduced a floating exchange 
rate at the close of September 1969. This eased the specula- 
tive pressure, for it started an outflow of capital. The mark 
was revaluated upwards on October 24, 1969. The gold con- 
tent was increased from 0.222168 to 0.242806 gram. The 
exchange rate relative to the dollar was raised from 25 cents 
to 27.3224 cents, i.e., by 9.29 per cent. Now the dollar was 
exchanged not for 4 but for 3.66 marks. This step restored 
the monetary equilibrium in Western Europe. 

But in world economic relations the position of the dollar 
continued to worsen. Under the existing system of gold de- 
visen the contradictory character of the economic relations 
between the capitalist countries was that the USA’s balance 
of payments deficit served as the source for augmenting in- 
ternational currency reserves, for the dollar was equated to 
gold, but as the US deficit grew confidence in the dollar di- 
minished. In other words, to maintain the dollar as an in- 
ternational currency the USA had to prevent its balance of 
payments deficit falling below a certain level. Some econom- 
ists felt that with the annual volume of world trade reach- 
ing $30,000 million, the USA could allow for a deficit not 
above $2,000 million. Any rise above that level would un- 
dermine confidence in the dollar. But since the USA system- 
atically exceeded the permissible deficit level, confidence 
in the dollar waned and the demand for gold increased. It 
was obvious that the price of gold in dollars, fixed in 1934, 
was far too low. The overstated rate of the dollar suited the 
USA for this facilitated its economic expansion in the world 
markets. 

A gold pool was set up as early as 1961 to maintain the 
fixed price of gold in the London free market. When the 
demand for gold increased the members of the pool re- 
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leased a definite quantity of gold to level up the demand 
and supply. 

In 1965 and 1966, on account of the low price of gold, al- 
most all the newly mined gold was sold in the private market 
or used in industry and jewellery. The growing demand for 
gold forced the gold pool to release a considerable quantity 
of its reserves in order to prevent a rise of the official price. 
It was becoming increasingly evident that the capitalist mon- 
etary system had to be reconstructed. The low price of gold 
led to a decrease in gold production, while what gold was 
produced went to private hands. 

In the capitalist world the official reserves of gold dropped 
from $41,900 million to $39,100 million in the period from 
1965 to 1969. However, expanding world trade required 
larger liquid funds to even out international settlements. 
The means for these funds were provided by further increas- 
ing the balance of payments deficit of the USA and Britain, 
whose currencies were regarded as equated to gold. But the 
growth of this deficit over and above the permissible level 
undermined the ability of these currencies to serve as means 
of international settlements. 

A monetary reform was considered by the International 
Monetary Fund at a meeting in 1965. The USA stipulated 
that such a reform should not affect the basic provisions of 
the existing system: the price of gold fixed in 1934 and the 
dollar’s leading role in international settlements. At the time 
the USA still could make such demands. Disagreement be- 
tween the USA and the leading West European countries on 
procedure and in substance came to light at the IMF meeting 
in Washington in September 1965. In the IMF the USA con- 
trolled the majority of the votes and its conferences usually 
rubber-stamped the American proposals. The West Euro- 
pean countries, notably France, demanded that a monetary 
reform should be put into effect by a unanimous decision 
of the Group of 10, in other words, that the West European 
countries should have an equal say with the United States. 
This demand was not accepted. In effect, the proposed re- 
form likewise brought to light serious disagreement on the 
fundamental issue, that of setting up a new collective reserve 
monetary unit. The idea of forming this unit was suggested 
in 1962 by Valéry Giscard d’Estaing, the then French Finance 
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Minister, who proposed a new international currency ex- 
changeable for gold and which would gradually become the 
key currency and replace the dollar and the pound sterling in 
this function. The USA rejected this idea and proposed its 
own variant for a new reserve unit unconnected with gold 
and functioning solely as a supplement to the existing reserve 
currencies—the dollar and the pound sterling. The tensions 
between the imperialist powers were seen in all their acute- 
ness at the annual conference of the International Monetary 
Fund in Washington in September 1966. The French Finance 
Minister Michel Debré declared at the conference that the 
uninterrupted emission of dollar reserves was leading to cur- 
rency surpluses throughout the world and allowing the USA 
to ‘export to excess. He said this policy by the USA har- 
boured the threat of inflation and moved a three-point 
proposal for ending what he called the “monetary disorder’: 
1) the maintenance of equilibrium in the economy; 2) the 
reintroduction of the gold standard in international settle- 
ments; 3) economic and monetary co-operation.” 

The purpose of this proposal was to put an end to the 
dollar’s position as a world currency. There was a particu- 
larly violent outcry in the United States against the demand 
for the reintroduction of the gold standard in international 
settlements. Acceptance of this proposal would result in a 
sharp growth of the demand for gold and its price would 
shoot up. In turn, this would lead to the devaluation of the 
dollar. 

The USA vehemently opposed the French proposal and 
insisted on the creation of a new additional currency for 
international settlements. The US Secretary of the Treasury 
Henry H. Fowler urged the countries with dollar surpluses 
to place these surpluses at the disposal of international finan- 
cial agencies handling credit operations. 

The vast majority of the IMF members agreed to consider 
the question of setting up an additional currency. This move, 
the USA believed, would lift the threat hanging over the 
dollar, preserve it as the foundation of the new monetary 
unit and thereby prevent its devaluation. 

While the principles and terms of the new international 


* Agence économique et financiere, September 28, 1966. 
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settlement unit were being worked out, the situation in the 
gold market continued to go from bad to worse. The gold 
pool collapsed in March 1968: its members refused to back 
the price of gold in the private market and ceased the sale of 
gold to private holders. A dual price for gold was intro- 
duced: the official price remained only in the settlements 
between the central banks, while in the private market the 
price was set depending on the demand and supply. As a 
result, in the private market the price of gold soon rose to 
$42-44 per troy ounce—the official price was $35. 

The need for a monetary reform became increasingly 
obvious, but the USA adamantly refused to consider any 
modification of the existing system. All that was done until 
1970 was to introduce Special Drawing Rights as an addi- 
tional reserve currency. The work on this proposal went on 
for several years and on January 1, 1970 the SDRs began 
functioning within the framework of the International Mone- 
tary Fund and the appropriate articles were added to the 
Fund Charter. The new SDR monetary unit has the same 
gold content as the US dollar (0.88867! gram of pure gold), 
but no notes of the new unit are issued. All the SDR opera- 
tions are transacted separately from the usual credit opera- 
tions, as assets of the central banks of 104 members of the 
IMF. The member states have the right to include these sums 
in their gold and currency reserves and use them in the event 
of a balance of payments deficit and for paying interest on 
the credits received within this system. The SDRs are not ex- 
changed for convertible currency. 

The SDRs were created with the aim of supplementing 
the official gold and currency reserves and making it easier 
for member states to cover a balance of payments deficit 
when they lacked or had inadequate reserves. 

By agreement the total sum of the SDRs was established 
at $9,400 million for a period of three years (1970-1972). 
Inasmuch as the SDRs are distributed in proportion to the 
contribution quotas of the member states, during the first 
year of the existence of the SDR system the largest share of 
liquid funds was received, naturally, by the leading capital- 
ist countries. 

It is still too early to give a judgment of this system’s 
efficacy. But doubts about its expediency have already been 
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expressed in the economic press. First and foremost, the SDR 
cannot be exchanged for gold, because gold is a commodity 
and the SDR is not. The SDR is only a record in the ledgers 
of the central banks and is not exchangeable for gold. Essen- 
tially, it is another form of credits to countries with a balance 
of payments deficit by countries with a balance of payments 
surplus. Therefore it cannot be regarded as a means for 
final settlements between countries. 

At any rate, the creation of the SDR did not avert the 
new upsurge of the crisis of the capitalist monetary system 
in 1971. 

An acute phase of the international monetary crisis set in 
after US President Nixon announced an emergency pro- 
gramme to save the dollar on August 15, 1971. This phase 
of the monetary crisis was the logical outcome of the cyclic 
crisis of overproduction experienced by the US economy 
from the latter half of 1969 to the close of 1970. As we 
have noted in the preceding chapter, this crisis was character- 
ised by a reduction of the social product in real terms, a 
shrinkage of the volume of industrial production, a decrease 
of the flow of new orders, a further underloading of the pro- 
duction capacities and a growth of unemployment. 

The crisis in industry was accompanied by a credit crisis, 
i.e. by a shortage of settlement funds and by a drop in the 
price of securities. This took place at a time when the war of 
aggression in Vietnam was being escalated and military 
spending was growing. The increase in military expenditures 
delayed but did not avert the cyclic crisis. 

One of the main causes of the crisis was the considerable 
inflation. In 1966-1970 the increment in the GNP amounted 
to 17 per cent, while the money in circulation increased by 
41 per cent. The retail price index in 1960-1965 rose annual- 
ly by an average of 1.2 per cent, and by 4.3 per cent in 1965- 
1970. In 1968 the US Government annulled the law requir- 
ing gold backing for 25 per cent of the money in circulation. 
Inflationary processes were intensified by the enormous mil- 
itary expenditures, the growing budget deficit ($60,000 mil- 
lion for the decade up to 1970) and the mounting state debt, 
which reached $400,000 million. 

The USA’s position worsened also in its economic rela- 
tions with other countries. Inflation hit the competitiveness 
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of American products. West European countries and Japan 
strengthened their position in the US market. The trade bal- 
ance deficit increased, reaching the unprecedented sum of 
nearly $19,000 million in 1969 and 1970. 

The first phase of the acute monetary crisis commenced 
in early May 1971. A few days previously Raymond Barre, 
Vice-President of the EEC Commission, had noted that “the 
accumulation of dollars in foreign central banks to offset 
the huge US balance of payments deficit will sooner or later 
reach its limit’”.* That limit was reached within a few days. 

The flow of dollars to the FRG continued for several 
weeks. Four FRG institutions studying the business situation 
recommended that the Government cease buying dollars at 
the fixed rate and go over to a floating rate. The news of 
this recommendation led to a further growth of the flow of 
dollars, whose total in the FRG banks came close to $20,000 
million. The FRG Bundesbank (Central Bank) bought $2,000 
million in the course of two days—May 3 and 4. In the 
course of 40 minutes on May 5 it was offered another $1,000 
million. At this point the Bundesbank announced that it had 
stopped buying dollars: in Western Europe the dollar ceased 
to be an attractive currency. Thus began the first, May, phase 
of the monetary crisis in the capitalist world. 

The FRG Government announced that it had adopted a 
floating rate for the dollar: this signified the Bundesbank’s 
refusal to intervene in support of the dollar’s exchange rate, 
which was thus left to the spontaneous processes of demand 
and supply. At once the dollar’s rate fell from 4 FRG marks 
to 3.57-3.63 marks. 

The Netherlands followed the FRG in establishing a float- 
ing rate for the dollar. Austria and Switzerland revaluated 
their currencies. In this crisis France adopted a stand of her 
own: she instituted strict currency control and preserved the 
former dollar exchange rate in francs. 

The EEC Council of Ministers met on May 9 and after 
long discussion in effect acknowledged the situation with re- 
gard to the dollar—the floating exchange rate of the FRG 
mark and the Benelux currencies—although it was noted that 
the floating rates of exchange were incompatible with the 


* Neue Ziircher Zeitung, May 2, 1971. 
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functioning of the EEC. France and Italy stuck to the fixed 
exchange rate. The motivations for the French position were 
given by the French Finance Minister Giscard d’Estaing, who 
declared that a departure from the existing exchange rate 
“would signify retarding economic growth and employment 
in order to finance the American policy of ensuring economic 
growth and employment in the USA itself’”’.* The prime result 
of the May crisis was the deepening of disagreement in the 
EEC, chiefly between the FRG and France over their atti- 
tudes to the measures taken relative to the dollar. Naturally, 
this disagreement aggravated the position of the EEC and 
helped the USA to maintain the implacable attitude that 
it had adopted at that phase. 

The Group of 10 held a conference in Munich at the close 
of May but failed to reach any decision because the attitudes 
of the sides proved to be irreconcilable. The most intract- 
able stand was adopted by the USA. The US Secretary of 
the Treasury John B. Connally declared: “We are not going 
to change the price of gold. We are controlling our inflation. 
We also are stimulating economic growth at a pace which 
will not begin new inflation.” Further, he stated that the 
West European countries were now strong and should ‘“‘share 
more fully in the cost of defending the free world’”.** 

Western Europe’s military dependence on the American 
umbrella was a strong trump in the hands of the USA and 
it made wide use of this trump in economic negotiations. 
The FRG ruling circles were particularly acquiescent to the 
USA’s demands. In March 1971 the West German news- 
paper Frankfurter Allgemeine Zeitung wrote: “Nobody 
wants to capsize the boat and start a world monetary crisis. 
It would be wrong if because of the balance of payments the 
United States had recourse to unemployment and a more 
considerable slowing down of the economy than necessary 
for inflation control.”*** This fully coincided with the stand 
stated by Connally at the May conference of the Group of 10 
in Munich. In stating the USA’s grounds for refusing to 
devaluate the dollar and change the price of gold Connally 


* Neue Ziircher Zeitung, May 10, 1971. 
** The Department of State Bulletin, July 12, 1971, p. 46. 
*** Frankfurter Allgemeine Zeitung, March 22, 1971. 











BALANCE OF PAYMENTS AND MONETARY RELATIONS 307 


had declared that as the “largest trading nation and custo- 
dian of the reserve currency” the USA “is properly asked to 
meet high standards of economic performance. Prosperity 
and price stability are essential ingredients of that perfor- 
mance’’.* But, as we have already noted, there was neither 
a high standard of economic development nor price stability 
in the USA, and this was what started the new phase of the 
monetary crisis and the sharp aggravation of the economic 
contradictions between the leading capitalist countries. 

The USA endeavoured to shift to its partners part of the 
financial burden that had led to the dollar crisis, but its 
partners, primarily the EEC countries and Japan, showed 
no particular desire to bear these expenditures. The USA 
then decided 1o confront its partners with a fait accompli. 
On August 1971 the President announced his emergency 
programme to save the dollar. 

This programme called for measures that had to be taken 
in the USA and for measures affecting the USA’s partners 
in the capitalist world markets. Among other measures, in 
the USA wages and prices were frozen for three months 
(this was prolonged), budget allocations for social require- 
ments were diminished and steps were taken to create new 
workplaces. In foreign trade and currency policy the Presi- 
dent announced the institution of a 10 per cent import tax, a 
10 per cent reduction of the foreign aid programme and the 
halting of the exchange of dollars for gold. These steps were 
designed to enhance the competitiveness of American pro- 
ducts,cut imports and thereby increase the trade balance 
surplus and reduce the balance of payments deficit. The US 
Government tried to curb inflation and prevent a further 
rise of unemployment. 

The emergency programme was announced without con- 
sulting the USA’s partners, and it came as an unexpected 
blow to the West European countries and Japan. 

The announcement of this programme carried the capital- 
ist world’s monetary crisis into its second phase that witnessed 
a sharp exacerbation of inter-imperialist contradictions 
and quests for compromise decisions making it possible to 
end the crisis. 


* The Department of State Bulletin, July 12, 1971, p. 44. 
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By announcing its emergency programme the USA creat- 
ed for itself a strong position for negotiations with its part- 
ners. First, the halt to the exchange of dollars for gold made 
the West European countries more dependent on the USA 
because they found themselves in possession of huge sums 
of unexchangeable paper dollars, whose parity was, natural- 
ly, below the official rate. Second, the institution of a 10 
per cent import tax correspondingly worsened the position 
of the partners in the US market and gave the US Govern- 
ment the possibility of demanding concessions in the shape 
of “compensation” for the annulment of this tax. It demand- 
ed that its partners revaluate their currencies, the econom- 
ic effect of which would be equal to that tax. 

No unity existed among the West European countries, in- 
cluding the EEC states, on how to counter the US emergen- 
cy measures, because in their attitude the decisive role was 
played not only by economic considerations. Of course, this 
weakened their position and gave the USA the possibility 
of putting its policy into effect more vigorously and with 
greater clarity of purpose. 

Nothing was achieved at the discussion of these issues in 
the EEC Council of Ministers on August 18, 1971. The FRG 
maintained the floating exchange rate of the dollar; France 
preserved the dual market, one for commercial and the other 
for financial francs; Italy instituted a floating controlled 
rate for the lira; the Benelux states agreed on identical mod- 
ification of the exchange rate of their currencies relative to 
the dollar. 

The first clash of the giants took place at the annual con- 
ference of the International Monetary Fund at the close of 
September 1971. This clash ended in a draw: the conference 
did not adopt any concrete decision. Nonetheless, it helped 
to elucidate the various attitudes and the depth of the differ- 
ences between the USA and the other leading imperialist 
powers. 

Shortly before this conference opened the US Secretary 
of the Treasury Connally had declared that the US econom- 
ic programme of August 15 was a large contribution toward 
the stabilisation of monetary relations. The USA’s part- 
ners, he said, now had to make their contribution by a general 
revision of exchange rates, by shouldering the burden of de- 
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fence expenditures, lowering trade barriers and taking vari- 
ous other steps. The USA’s stand was thus perfectly clear: 
its partners had to shoulder the expenses on reducing the 
American balance of payments deficit. The USA’s principal 
objective was that the other countries should revaluate their 
currencies relative to the dollar, in other words, that they 
should “reduce their competitiveness to the US economy to 
such an extent as to allow the US balance of payments de- 
ficit to disappear”. Frankfurter Allgemeine, which had so 
lucidly stated the substance of the American demands and 
echoed the willingness of the FRG ruling circles to reach 
a compromise, also wrote: “On the other hand, the Euro- 
pean industrial countries and Japan are prepared to reval- 
uate their currencies but not to the extent desired by the 
Americans.”* Naturally, this attitude of the FRG firmed up 
the already hard line adopted by the USA. 

Pierre-Paul Schweitzer, President of the IMF, likewise 
held a press conference at which he proposed steps for sur- 
mounting the monetary crisis. He urged a higher exchange 
rate for the currencies of the “strong industrial nations” but 
that the USA should likewise make a contribution by official 
lowering the dollar’s rate of exchange relative to gold. His 
motivation was that the US balance of payments was in “fun- 
damental inequilibrium”, which under the IMF Charter made 
devaluation imperative. He declared that it was his opinion 
that in future the dollar should not play the role of an in- 
ternational currency because it had to be devaluated rela- 
tive to the SDR, the new international monetary unit, whose 
gold content should remain unchanged. The importance of 
the SDR would grow in future, but gold should also remain 
“as a component of currency reserves’. 

At the conference the discussion centred around these 
basic issues: the revaluation of the “hard” currencies, the 
devaluation of the dollar, the deprivation of the dollar of 
its status of international currency, an increase of the price 
of gold, and the future role of the SDR as the new inter- 
national currency. 

The USA’s hard line, expressed in its unilateral demand 
for the revaluation of the West European and Japanese cur- 


* Frankfurter Allgemeine, September 27, 1971. 
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rencies and for the free access of American products to 
the capitalist world markets as the condition for the annul- 
ment of the 10 per cent import tax, was inacceptable to 
the other countries and made it impossible to reach any 
agreement. 

During the monetary crisis the US ruling circles acted 
most high-handedly. Although it persisted in pursuing its 
policy of world leadership despite the enhanced econom- 
ic might of the other imperialist powers, the USA had 
ceased to be the sole economic leader of the capitalist 
world. 

The main argument of American policy is not so much 
the USA’s economic as its military superiority over its part- 
ners. The maintenance of this military superiority and the 
conduct of continuous wars since World War II required 
enormous expenditures which undermined the USA’s eco- 
nomic potential. The USA now wanted the other capitalist 
countries to take over part of the military expenditures and 
open their markets to American products on terms that would 
give their own products an unequal position. Understandably, 
the USA was no longer in a position to dictate terms to its 
partners even if they were militarily dependent on it. But 
for the partners it was likewise unprofitable to capsize the 
boat in which they were sitting with the USA. A compromise 
was therefore inevitable. It was reached at the close of 1971. 

Insofar as the revaluation of the various currencies had 
been effected by the institution of floating exchange rate for 
the dollar, the compromise lay in the devaluation of the dol- 
lar. The USA had to take this step for it saw that no agree- 
ment would be reached on the basis of a unilateral revalua- 
tion of the currencies of other countries. 

At the conference of the Group of 10 in Washington on 
December 18, 1971 the American representative pledged that 
his Government would recommend that Congress raise the 
official price of gold by 8.57 per cent, i.e., from $35 to $38 
per troy ounce (31.103 grams of pure gold). Simultaneously, 
the other currencies were revaluated relative to the dol- 
lar. The exchange rate of the FRG mark was increased by 
13.57 per cent, of the French franc and the English pound 
by 8.57 per cent, and of the Japanese yen by 16.88 per 
cent, 
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The main currencies of the capitalist monetary system 
were thus restored to a fixed exchange rate. Further, in order 
to combine firm parities with a greater flexibility of the cur- 
rency exchange rates it was decided to extend the fluctua- 
tion limit of these rates. Formerly, this limit was +1 per 
cent; now it was fixed at +2.25 per cent. In response to the 
considerable currency revaluation by the USA’s West Eu- 
ropean partners and Japan, the USA annulled the 10 per 
cent tax on the import of manufactured goods. 

Through this compromise the USA achieved its basic aim: 
the revaluation of the West European and Japanese curren- 
cies allowed the USA to press forward with economic expan- 
sion, aggravated the position of the West European countries 
and Japan and held out the hope that the US balance of pay- 
ments deficit would diminish. 

True, the USA had to agree to devaluate the dollar. This 
was indicative of Western Europe’s growing economic might 
and its larger role in the economic and political relations of 
the capitalist world. The talks held by ten leading capital- 
ist countries in Washington and the agreement reached by 
them were evidence that the era of American economic dic- 
tation to Western Europe had ended. But this agreement by 
no means signifies the onset of a period of peace and tran- 
quility. On the contrary, it marks only the beginning of a new 
period of talks between the USA and the West European 
countries on a new international monetary system. The fun- 
damerial problems of that system still remain to be solved. 
They are: Will the US balance of payments be returned to 
equilibrium? Will gold play a role in the new monetary sys- 
tem? The USA urges the elimination of gold from monetary 
relations, while some of the other capitalist countries want 
to preserve it as the basic component of the new system. 

The monetary crisis has shown that the USA’s position 
has grown weaker and that it is becoming increasingly dif- 
ficult for it to maintain its leading role in the capitalist world. 
It would be wrong to underrate the USA’s colossal economic 
potentials. but the law of uneven development operates inex- 
orably. Speaking of the results of the Washington confe- 
rence of the Group of 10 and characterising the changes that 
had taken place since the Bretton Woods conference, the 
US President had to admit that instead of being the only 
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strong country (such as it was in 1944), the USA now had 
to compete in the world markets with European states, Ja- 
pan, Canada and other economically strong countries. Of 
course, temporary agreements and compromises are possible 
between the imperialist powers, but the contradictions be- 
tween them are absolute. The agreements and compromises, 
therefore, cannot remove the main sores of the capitalist sys- 
tem. A new exacerbation of inter-imperialist contradictions 
is inevitable. 





CHAPTER ELEVEN 
THE EEC, THE PLANS FOR A UNITED EUROPE, AND THE USA 


1. Failure of the Plans 
for a US-West European Partnership 


The 1960s were characterised by a deepening and aggra- 
vation of the contradictions and struggle between the lead- 
ing centres of imperialism, chiefly between the USA and 
the continental countries of Western Europe united in the 
EEC. In the Central Committee report to the 24th Congress 
of the CPSU it is stated: ‘““The contradictions between the 
imperialist states have not been eliminated either by the pro- 
cesses of integration or the imperialists’ class concern for 
pooling their efforts in fighting against the socialist world. By 
the early 1970s, the main centres of imperialist rivalry have 
become clearly visible: these are the USA—Western Eu- 
rope (above all, the six Common Market countries)—Ja- 
pan. The economic and political competitive struggle be- 
tween them has been growing ever more acute.”* 

Indeed, this struggle had assumed quite sharp forms as 
early as the beginning of the 1960s. Already then the 
economic progress of the Common Market countries had 
forced the USA to reconsider its foreign and trade policies. 

However, this was done in the context of the existing 
plans for an Atlantic community, which had been conceived 
as a means enabling US imperialism to dominate the world. 

The idea of an Atlantic community was mooted in the 
USA in the early years after the war. In 1946 Walt Ros- 
tow, who held an executive post in the Economic Division 
of the US State Department, propounded the view that Ger- 


* 24th Congress of the CPSU, Moscow, 1971, p. 20. 
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many’s unity could not be achieved without unity in Europe, 
which could be best attained by economic means. 

By 1950 the situation had changed and the idea of an At- 
lantic community came to be regarded mainly from the 
angle of anti-Soviet policy. In the summer of 1950 the US 
Secretary of State Dean Acheson spoke of the possibility 
of the USA’s and Canada’s close association with the Orga- 
nisation for European Economic Co-operation. In the USA 
an American-European Atlantic Alliance Committee was 
set up to extend the military co-operation between the USA 
and the West European countries formalised by the North 
Atlantic pact to political unity. The committee intended to 
induce the US President to invite the West European mem- 
bers of NATO to discuss the possibility of forming a North 
Atlantic Federated Union. However, at the time the impe- 
rialist circles in the USA were not interested in this idea. 
They were wholly absorbed with forming an aggressive 
military bloc, in which the West European countries were 
assigned the clear-cut role of military satellites and not of 
federated allies. For that reason Acheson’s idea, which had 
the support of some influential personalities in the US rul- 
ing élite (Averell Harriman, George Kennan and others), 
was not discussed in Congress and remained a propaganda 
gimmick of the Atlantic Federation enthusiasts. In 1951- 
1952 this idea was still being toyed with, but failing to 
win official support it gradually faded into oblivion. 

The idea of an Atlantic community reappeared ten years 
later in the arsenal of US policy. 

When two economic blocs had been formed in Western 
Europe, the USA again advanced a plan for an integral 
economic organisation of the imperialist camp in the shape 
of an Atlantic community. This time it was motivated by 
the apprehension that discriminatory measures would be 
taken in the European markets against American goods. At 
a summit conference of the USA, Britain, France and the 
FRG in Paris in December 1959 it was found that hence- 
forth the industrial countries could make a larger contri- 
bution to the economic advancement (meaning economic 
subjugation) of the developing states and to the implemen- 
tation of a trade policy aimed at maintaining “harmonious 
international relations’. This summit was followed by a 
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series of conferences in committees and of experts, who 
drafted an agreement on setting up the Organisation for 
Economic Co-operation and Development and a report on 
that organisation’s structure and on the jurisdiction of its 
various committees. This draft was approved in Paris in 
December 1960 at a conference of ministers of the 20 par- 
ticipating countries. 

The original members of the OECD were 18 West Eu- 
ropean countries, the USA and Canada. Subsequently, the 
OECD was joined by Japan. The US monopolies hoped 
that with the economic growth of the West European coun- 
tries the OECD would help to improve their position and 
preserve their leading role in the capitalist world. 

US imperialism continued to press for the abolition of all 
the restrictions to the economic expansion of the Ameri- 
can monopolies. Just when the OECD was set up the Con- 
gressional Joint Economic Committee published a report 
headed United States Commercial Policy. A Programme 
for the 1960s, in which it was noted that the removal of 
customs barriers “would make for greater cohesion within 
the Atlantic community, thereby facilitating closer co-oper- 
ation in strategic, political and economic policy. It would 
promote a more efficient allocation of resources within the 
community, thereby enlarging the community’s capacity to 
bear the great burdens it must assume. It would accelerate 
economic growth within the community”.* 

The removal of the obstacles to the economic expansion 
of the US monopolies in the Atlantic community was re- 
garded as a means of nullifying the threat of economic 
discrimination arising from the formation of closed eco- 
nomic blocs in Western Europe. But the agreement of 
December 14, 1960 founding the OECD contains no point 
on the lifting of trade restrictions between members. 

At this time a totally different situation obtained than 
during the first few years after the war, when the USA 
was hatching out plans of this kind. In the early 1960s the 
contradictions in the imperialist camp had grown to such 


* United States Commercial Policy. A Programme for the 1960s, 
Subcommittee on Foreign Economic Policy of the Joint Economic 
Committee, Congress of the United States, Washington, 1962, p. 12. 








316 THE USA AND WESTERN EUROPE 


an extent that three groups of rival imperialist powers 
again began to take shape: the USA, the Common Market 
countries, and Japan. The quest for agreement between 
these groups was started under the Eisenhower Adminis- 
tration. The OECD was an abortive attempt to form a 
powerful bloc of capitalist countries under the aegis of the 
USA. It will be recalled that President Kennedy propound- 
ed “interdependence” and “partnership” between the USA 
and a united Western Europe with the old aim of preserv- 
ing US leadership of the capitalist world. 

The Kennedy Administration proposed a quite far-reach- 
ing plan envisaging a new approach to the main problems 
confronting the USA at the time. 

In economic policy the Kennedy Administration steered 
toward an Atlantic partnership with Western Europe, the 
principal elements of which were Britain’s membership of 
the EEC and the adoption by the USA of a new Trade Ex- 
pansion Act. In military policy its aim was to set up multi- 
lateral nuclear forces, with the USA contributing nuclear 
weapons controlled from one centre and the West European 
allies contributing conventional forces in accordance with 
the “flexible response” strategy. In colonial policy its ob- 
jective was to establish a collective wardship over the 
developing states through the OECD. 

In a message to Congress on foreign trade policy in 
January 1962 Kennedy requested wide powers to enable him 
to lower customs tariffs and approve a new Trade Expansion 
Act to take the place of the 1934 Reciprocal Trade Agree- 
ments Act. He specified some of the economic and political 
motivations compelling the USA to reconsider its foreign 
trade policy. The main motivation was the economic growth 
of the Common Market, which had laid the foundation for 
a radical change in the economy of the Atlantic alliance. 
Kennedy acted on the assumption that the Common Market 
would be enlarged through the admission of Britain and other 
West European countries and, therefore, considered that the 
USA and the enlarged Common Market would account for 
about 90 per cent of the capitalist world’s industrial pro- 
duct. Inasmuch as the EEC representatives would co-ordi- 
nate their actions, the USA and other countries (Canada, 
Japan and the Latin American states) would not have easy 
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access to the EEC market. However, in order to fulfil its 
commitments and ensure its defence, i.e., maintain its mil- 
itary establishments overseas, and also to continue aid to 
foreign countries the USA had to achieve an equilibrium 
in international settlements, compensating the dollar ex- 
penditures for these purposes with export earnings. Kennedy 
believed exports could be expanded provided there was a 
large Free Trade Area consisting of all the OECD states, 
i.e., again within the framework of an Atlantic communi- 
ty. Export expansion was, he felt, also the means for speed- 
ing up the USA’s economic growth after seven years of 
slow progress. In short, he regarded a new Trade Expan- 
sion Act as the prime vehicle for the successful continua- 
tion of US imperialism’s policy of world domination. 

The negotiations with the Common Market were to be 
started after the new Act was passed. 

In preparing for the negotiations the US Government as- 
sumed that Britain, Denmark, Greece, Ireland and Norway 
would be admitted to the Common Market before the talks 
would get under way, and the powers that Kennedy asked 
of Congress were based on the belief that the USA would 
have to deal not with the Common Market Six but with an 
enlarged EEC. 

An enlarged Common Market was one of the cardinal 
elements of Kennedy’s “Grand Design” for the creation of 
an Atlantic community founded on partnership and inter- 
dependence between the USA and a united Europe. Ken- 
nedy called for Atlantic unity in his Independence Day 
speech of July 4, 1962. A united Europe, he said, “will be 
capable of playing a greater role in the common defence, 
of responding more generously to the needs of poorer na- 
tions, of joining with the United States and others in low- 
ering trade barriers, resolving problems of commerce and 
commodities and currency, and developing co-ordinated pol- 
icies in all economic; political and diplomatic areas. We 
see in such a Europe a partner with whom we can deal on 
a basis of full equality.... The first order of business is for 
our European friends to go forward in forming the more 
perfect union which will some day make this partnership 
possible,”* 

* The New York Times, Paris ed., July 5, 1962. 
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As Kennedy saw it, the Common Market was not yet 
the perfect alliance for an Atlantic partnership. Unity in 
Europe had not been achieved, either. It was hoped that 
Europe would be united when Britain and some other West 
European countries entered the EEC. In 1962 this was only 
a plan whose failure was yet to come. It failed in January 
1963, when Britain was denied membership of the EEC. 

As a result the plan for a united Europe, with which the 
USA expected to establish an Atlantic partnership, was left 
hanging in the air, and the Trade Expansion Act passed 
by the US Congress in expectation of this partnership re- 
mained a scrap of paper. 

Speaking in Baltimore on October 10, 1962 Kennedy 
declared that by passing that Act the US Congress had 
opened a new era of unity for the West and new markets 
for the American economy. However, developments showed 
that this evaluation had been much too optimistic. The 
Trade Expansion Act brought neither a new era of unity 
between the USA and Western Europe nor new markets for 
American goods. 

The atmosphere for negotiations seriously deteriorated 
following the Common Market’s refusal to accept Britain. 
Kennedy’s “Grand Design” fizzled out. Instead of unity 
with Western Europe, Neue Ziircher Zeitung wrote, there 
began an “‘acute phase of the crisis”. 

The plans for an Atlantic community were a wasted effort. 

The project for multilateral nuclear forces likewise came 
to pieces. No partnership was achieved with Western 
Europe. More, France soon withdrew from the NATO milit- 
ary organisation. 

This was evidence not of the surmounting but of a further 
exacerbation of the economic and political contradictions 
between the USA and Western Europe, especially the Com- 
mon Market Six. 


2. The Technological Gap Between the USA 
and Western Europe 


In the mid-1960s one of the principal factors aggravat- 
ing the economic relations between the USA and Western 
Europe was the certain qualitative changes in the technical 
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and economic scale and level of their economic development 
and the increasing threat that Western Europe would be 
colonised by American private capital. First, the growth 
rate of the US direct investments in Western Europe, par- 
ticularly in the Common Market countries, was faster than 
in other areas of the world and this considerably enhanced 
the role of US capital in the economic development of the 
West European states. Second, the concentration of these 
investments in the electronics, radio-electronics, chemical, 
car and some other major industries aroused apprehensions 
over the European economy’s increasing dependence on the 
USA. Third, the USA was investing more heavily than the 
West European countries in research and the installation 
of new machinery in production. Fourth, for a number of 
reasons, the US monopolies investing capital in Western 
Europe were operating on a much larger scale (in terms of 
employment figures, annual turnover and financial might) 
than the West European monopolies. In 1967 among the 100 
largest monopolies 67 were American and only 24 were 
West European. Of the corporations with an annual turn- 
over of more than $1,000 million, 83 were American and 
only 29 were West European. 

This, as we have pointed out, aroused apprehensions in 
some West European countries. 

In December 1965 the OECD published a book by 
C. Freeman and A. J. Young on research and development 
in the USA, Western Europe and the Soviet Union.* The 
comparative data on expenditures for research and develop- 
ment, the evaluation of the “technological balance of pay- 
ments” and the statistics on trade patents and licences and 
on the migration of scientists and engineers from Western 
Europe to the USA given in this book came as a shock to 
public opinion in Western Europe. People began to speak 
of the gap between the scientific and, especially, techno- 
logical potentials of the USA and Western Europe. 

e increasing awareness of the dangers of this gap was 
enhanced by the behaviour of the US Government and of 
the American firms operating in Western Europe. For in- 


* C. Freeman, A. J. Young, The Research and Development Effort 
in Western Europe, North America and the Soviet Union, Paris, 1965. 
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stance, the US Government prevented the International Busi- 
ness Machines corporation from selling France large com- 
puters for her nuclear research programme. This action 
confirmed the fears of French industrial circles regarding 
the growing American domination in some key French in- 
dustries. On the other hand, American direct investments 
were used not only for the building of new enterprises but 
also for the seizure of dominant positions in large European, 
including French, corporations. 

In December 1966 the EEC Council of Ministers and Eu- 
ratom decided to convene a special meeting of ministers on 
scientific questions and on problems of research. In March 
1967 the EEC, Euratom and ECSC commissions drew up 
a memorandum on scientific and technological progress in 
the Common Market. The conference of EEC ministers on 
science and research took place at the close of October 1967, 
but the ministers only decided to continue their work 
and instructed the EEC Commission to work out recom- 
mendations for the next sitting of the EEC Council of 
Ministers. 

The same questions were studied in the OECD, where, 
on instructions from the Committee on Scientific Policy, 
research is being conducted with the accent on the study of 
the situation in various industries. A series of studies of 
the problem of the technological gap have been published 
by the OECD.* 

Public attention was drawn to this problem by the French 
publicist Jean-Jacques Servan-Schreiber, who in 1967 pub- 
lished a book headed The American Challenge, which was 
soon translated into many languages. 

Servan-Schreiber quite eloquently described the strategic 
penetration of the US monopolies into the European econ- 
omy and their skilful utilisation of the advantages offered 
by the Common Market, correctly pointing out that in Wes- 
tern Europe US capital was seeking not only profit but also 
control and that if in future the USA remained the “centre 
of decision” and Europe “the area of execution”, the latter 


* Gaps in Technology, Paris, 1968: General Report; Sector Reports— 
Scientific Instruments, Electronic Components, Electronic Computers, 
Plastics, Pharmaceuticals, Non-Ferrous Metals; Analytical Report. 
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would no longer be on the same level of civilisation as the 
USA. His recommendations were: 1) that Western Europe 
should build up a large industrial complex that could com- 
pete with the American colossi not only in power but also 
in methods of management; 2) that Western Europe should 
select, with an eye to future development, key industries as 
would ensure her autonomous future in these industries 
(space exploration, nuclear energy and supersonic aircraft); 
3) that a minimum measure of federalism should be ensured 
for joint enterprises; 4) that the methods of co-operation 
between industrial enterprises, universities and state power 
should be reorganised in order to speed up research and 
development; 5) that there should be intensive and all-em- 
bracing training for young people and further training for 
adults; 6) that the techniques of organising management 
should be fundamentally changed in order to achieve “a 
renewal of the élite” and of social relations. 

Servan-Schreiber’s ideas for Western Europe’s develop- 
ment in response to the American challenge did not offer 
a solution for closing the technological gap or for securing 
a basic improvement of social relations. Without solving the 
urgent problem of fundamental changes in the social struc- 
ture of the West European countries, all the measures suggest- 
ed by him were palliatives and could not essentially resolve 
the problem. 

An effort to reply to the American challenge, described 
by Servan-Schreiber, was made by Franz Josef Strauss. In 
lieu of a solution he reshaped his old idea of forming a fed- 
erated Europe under German leadership for a struggle, 
jointly with the USA, against the socialist countries. This, 
surely, is a case of a hungry hen dreaming of millet. Al- 
though the main problem of the technological gap lies in the 
relations between the USA and Western Europe, Herr 
Strauss did not miss the opportunity to use this problem to 
propound his own variant for uniting Western Europe and 
setting up European nuclear forces for a struggle against 
the USSR and the East European socialist countries. 

France’s struggle for an independent Europe, against the 
domination of the American monopolies in the West Euro- 
pean economy, stems, of course, from inter-imperialist con- 
tradictions and is objectively directed against the US pol- 
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icy of lording it over Western Europe. But Herr Strauss 
does not agree with the French attitude. He writes that in 
this struggle against the American monopolies it is “neces- 
sary to rely on the support of the USA, which will gradual- 
ly turn over responsibility for their security to the Europeans 
and give them full participation in American scientific know- 
how on the basis of reciprocity, of course’”’.* 

He holds that the USA must make the Europeans a 
“second arrowhead of NATO” directed, needless to say, 
against the USSR and the other socialist countries. 

Herr Strauss’ “reply” to the “American challenge” is yet 
another example of the European bourgeois politicians’ 
poverty of spirit in face of the imminent historic changes 
in the development of present-day capitalism, which is on 
the threshold of the transition to a new social system. 

What is the actual situation with regard to the techno- 
logical gap between the USA and Western Europe? Is there 
really the danger that Western Europe will seriously lag be- 
hind the USA in technology and what can be the conse- 
quences of this lag? 

First, it should be noted that the problem of the techno- 
logical gap has not only technological but also and above 
all economic as well as social and political aspects, while the 
problem of closing this gap is intimately linked with the 
need for basic changes in the social structure of modern 
capitalism. With some justification it may be said that 
the technological gap is the outcome of the USA’s superior- 
ity over Western Europe in the sphere of economic fac- 
tors historically predicated on Western Europe’s lag behind 
the USA. The two world wars had wrought colossal damage 
in Europe and brought enormous benefits to the USA. 

True, during the early years after the Second World 
War the rate of development was faster in Western Europe 
than in the USA. As a result, from 1955 onwards Western 
Europe, particularly the EEC countries, crowded the USA 
in the capitalist world markets and began to take issue with 
the USA’s supremacy in the capitalist world. Further changes 
characterised by US imperialism’s new drive to strength- 


* Franz Josef Strauss, Herausforderung und Antwort, Stuttgart, 
1968, p. 174. 
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en and enlarge its predominant position in the capitalist 
world, especially in Western Europe, took place in the re- 
lations between the USA and Western Europe in the 1960s. 

In Western Europe they are alarmed that the USA may 
leave the leading countries of that area behind in scien- 
tific and technological progress and crowd them out as com- 
petitors. 

This alarm has some grounds, for the USA does indeed 
have some appreciable advantages over the West European 
countries in the development of the productive forces on the 
basis of further scientific and technological progress. ‘These 
advantages are: 

First, in their bid for economic supremacy in the world, 
particularly in Western Europe, the US monopolies rely on 
the huge domestic market in the United States, whose pop- 
ulation is only somewhat smaller than that of the nine coun- 
tries presently united in the Common Market. US monopoly 
capital has set up powerful corporations whose annual 
turnover is in some cases larger than the GNP of some West 
European countries. 

In Western Europe there are 18 states pursuing an in- 
dependent policy determined by the interests of the ruling 
monopoly capital groups or the landed aristocracy. The 
Common Market has not moved beyond the establishment 
of a Customs Union covering manufactured goods. The 
prospects for the turning it into an economic alliance are 
extremely indeterminate and encounter formidable obstacles 
on account of the hegemonistic aspirations of its leading 
members. The advantages of the Customs Union are much 
more effectively used by the American than the West Euro- 
pean monopolies, whose activities in many respects remain 
fettered by legislation. 

Second, since the Second World War the USA has been 
spending substantially more on research and on applying 
the results of this research in production than the West 
European countries. The statistics cited in the study made 
by C. Freeman and A. J. Young show that in 1962 the ex- 
penditures on research and development amounted to 
$17,500 million in the USA and to $4,400 million in West- 
ern Europe (in terms of per head of the population this to- 
tals $93.7 in the USA and $24.8 in Western Europe, while 
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in relation to the GNP these expenditures added up to 3.1 
per cent in the USA and to 1.0 per cent in Western Eu- 
rope). The number of scientists and technologists engaged 
in research in the same year was 435,600 in the USA and 
147,500 in Western Europe, which in terms of per thousand 
of the population totalled 6.2 in the USA and 2.9 in Western 
Europe, while in terms of per thousand gainfully employed 
it was 10.4 in the USA and 4.6 in Western Europe. A sum 
equal to the French budget is spent in the USA on research 
and development.* 

From 1953 to 1966 the USA’s expenditures on research 
and development increased more than fivefold, from $4,200 
million to $22,600 million, while the annual increment in 
these expenditures was 12 per cent compared with the 5.3 
per cent growth rate of industrial output. The Government’s 
spending on these objectives during these years increased 
from $2,750 million to $14,070 million, a sum comprising 
two-thirds of the total expenditures. 

In the OECD survey for 1968 it is stated that in 1967 
the expenditures on research and development in the USA 
reached $24,000 million, which was 3.5 times more than 
the similar expenditures of all the West European countries 
combined. The Federal Government alone spent $15,000 
million, which is equal to 63 per cent of the total expendi- 
tures. In 1959 the US Government set up a Federal Science 
and Technology Council to co-ordinate the research work 
of the Defence Department, the National Aeronautics and 
Space Administration, the Atomic Energy Commission and 
all other Government institutions. 

Moreover, the US National Academy of Sciences, which 
has 740 members, conducts basic research, drawing a large 
number of consultants into its work. 

But the technological gap cannot be explained solely as 
being due to large outlays for research and development. 
One of the USA’s advantages is that “many of these (new, 
scientific.—A.K.) ideas have been applied more swiftly and 
more effectively’** than in Western Europe. Consequently, 


* C. Freeman, A. J. Young, op. cit., pp. 71-72. 
** Christopher Layton, European Advanced Technology. A Pro- 
gramme for Integration, London, 1969, pp. 20-21. 
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another element is that there are shortcomings in organising 
the application of the latest scientific and technological 
achievements. 

In view of the swift momentum of scientific and techno- 
logical progress, time is becoming one of the decisive fac- 
tors. The availability of highly trained managers, engineers 
and technologists and also of skilled workers has become 
a major problem of the contest for the speediest applica- 
tion of scientific and technological achievements. In this area 
the USA is ahead of Western Europe. 

Third, scientists and technologists are energetically rec- 
ruited in other countries for work in US institutes, labor- 
atories and industry. It has been estimated that in the period 
from 1950 to 1969 nearly 100,000 scientists and technolo- 
gists migrated to the USA from Europe.* The number in- 
creased steadily with every passing year. 

The following table showing the migration of scientists 
and technologists from Britain to North America in the six- 
year period 1961-1966 is based on figures published by the 
British brain-drain committee: 


Technologists Scientists 





migrated | returned | balance migrated | returned | balance 


1961 500 460 —40 785 | 375 —410 
1962 655 420 —235 785 450 —335 
1963 810 335 —475 855 425 —430 
1964 1,015 420 —595 955 445 —510 
1965 1,340 390 —950 ) 1,015 515 —500 
1966 2,040 410 —1,630 | 1,065 530 —535 


Source: The Brain Drain, Report of the Working Group on Migration, Com- 
mittee on Manpower Resources for Science and Technology, London, 
October 1967, pp. 83-85. 

Thus, between 1961 and 1966 the migration of British 
technologists to North America increased fourfold, the net 
annual loss to Britain growing from 40 to 1,630 persons. 
During these years the annual migration of biologists, chem- 
ists, geologists, mathematicians, physicists and other scien- 


* Neue Ziircher Zeitung, January 10, 1969, 
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tists swelled from 785 to 1,065. In 1961-1966 Britain lost 
3,925 technologists and 2,720 scientists. 

A massive campaign was started in Western Europe to 
halt the American recruitment of scientists and technologists 
and institute effective measures against the brain drain to 
the USA. However, the figures on the migration of West 
European scientists and technologists to the USA indicate 
that the brain drain is continuing and grievously hurting 
the economy of the West European countries. The loss 
caused in 1950-1969 by the migration of these specialists 
is estimated at between $4,000 and $5,000 million.* 

In their recruitment drive the American authorities use 
not only the diplomatic service but also the European sub- 
sidiaries of the American corporations. Moreover, these sub- 
sidiaries run their own research laboratories and bureaus, 
which employ chiefly European scientists and technologists. 
The results of this research are sent to the United States and 
the West European countries have to buy from the Amer- 
icans the patents and licences for the inventions and dis- 
coveries made by European scientists in Europe. Small won- 
der that the technological balance of payments, i.e., the sale 
of patents and licences, invariably shows a large surplus 
in favour of the USA. For instance, the sale of patents and 
licences brought the USA a revenue of $521 million in 1964 
($257 million in Western Europe), $943 million in 1969 
($499 million in Western Europe) and $1,069 million in 
1970 ($551 million in Western Europe).** 

Thus, by its huge investments in the economy of the West 
European countries (in 1970 the direct investments alone 
exceeded $24,500 million), by the role it plays in key in- 
dustries, by its superiority in production technology, the con- 
siderably larger scale of research and its better and faster 
application of the fruits of this research, by its recruitment 
of large numbers of scientists and technologists in Europe, 
by its skilful utilisation of financial resources (including 
West European resources) and the fact that it has a number 
of other advantages, the USA is indeed throwing down the 
gauntlet to West European capitalism. 


* Neue Ziircher Zeitung, January 10, 1969. 
** Survey of Current Business, October 1971, p. 37. 
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This challenge is essentially a more subtle expression of 
US imperialism’s policy of dominating the capitalist world, 
including and, perhaps, above all, Western Europe. This 
bears out Lenin’s teaching that imperialism seeks to domi- 
nate not only undeveloped but also industrial capitalist 
countries. The present relations between the USA and 
Western Europe are a classical model proving Lenin’s point. 

In some respects the United States is already today di- 
recting the policies and the economy of the West European 
countries. 

Essentially speaking, ever since World War II Western 
Europe has been under the tutelage of US imperialism. 
In one way or another all the leading West European 
powers are linked with the USA and in their policies they 
are careful not to tread on the toes of their overseas 
patron. ‘ 

Earlier, we mentioned that from 1955 onwards, relying 
on their economic advances and on the economic bloc formed 
by six of the continental powers, the West European coun- 
tries began to take issue with the USA’s domination of the 
capitalist world. To a certain extent the plans for enlarg- 
ing this bloc were in some measure being put into effect 
along the following lines: the procrastination over Britain’s 
admission to the EEC was linked with the fear that Eu- 
ropean capitalism would Jose ground in its struggle with the 
USA for its share in the exploitation of the world, for if 
after becoming a member of the Common Market Britain 
preserved her “special” relations with the USA she would 
strengthen not Europe but the United States’ position in 
Europe. That was why de Gaulle (and others) made the 
condition that the rupture of her “special” relations with the 
USA and her transition to total support for the interests of 
capitalist Europe had to be the indispensable condition for 
Britain’s membership of the EEC. For that reason until 
early 1970 Britain could not hope to be admitted to the 
EEC. But changes that reduced the fear that Britain would 
be the US Trojan horse in the ECC had taken place in 
economic development by the beginning of 1970. 

Substantial changes had taken place in the development 
of the EEC as well. 
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3. From a Customs to an Economic Union 


In the second half of the 1960s a certain stagnation was 
observed in the integration processes in the Common Market. 
Economic integration was slowed down by various trends 
and structural factors in the economy of the individual EEC 
countries, by clashing economic interests and by chronic 
monetary disorders. As a result, despite the tariff-free move- 
ment of commodities introduced before the appointed time, 
the normal functioning of the Customs Union was impaired 
by the partial restrictions imposed by the member states on 
the free movement of commodities and by disagreements on 
many specific policy issues (agriculture, monetary, the ad- 
mission of new members and so on). 

The American challenge injected new elements into the 
plans for the development of the EEC. It was evident that 
only a united Europe could reply to that challenge. The 
forces urging the EEC’s enlargement and some form of po- 
litical unity became more active in the Common Market. 

In February 1969 the EEC Commission submitted to the 
Strasbourg Parliament a report on the work of the three 
European communities: the EEC, the ECSC and Euratom 
after their fusion. The report noted the progress that had 
been made in implementing the Customs Union, the com- 
mon market for farm produce and the free movement of 
labour in the EEC. It recommended that the Parliament 
consider a common transport and trade policy and technol- 
ogy and also a common system of “surplus value” tax in 
the individual EEC countries. A decision on these questions 
would prepare the conditions for setting up an Economic 
Union. Further, the report noted that in 1968 during the 
monetary crisis the 1964 procedure for consultations on 
economic, monetary and political issues had functioned un- 
satisfactorily and that in international currency relations 
there had been no unity among the EEC countries. It was 
recommended that a solution should be found for financ- 
ing a common agrarian policy. 

The report said that the EEC Council of Ministers had 
not been sufficiently effective. It stated: “Although it is the 
governing body of the community the Council sometimes 
gave the impression of being an international conference 
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with national delegations engaged in discussion.”* Too much 
time was spent in the Council on considering the Commis- 
sion’s decisions, directives and recommendations. 

Meanwhile, toward the end of the transition period, i-e., 
the switch from the Customs to an Economic Union, the 
questions that had to be decided were: 1) a common agrar- 
ian policy and the structural reorganisation of agricul- 
ture; 2) a common monetary policy; 3) a common policy on 
the business situation; 4) a common power and _ transport 
policy; 5) the conditions and procedure for freedom of set- 
tlement within the EEC; 6) the liberalisation of movement in 
the services industry; 7) the rules for regulating the capital 
market; 8) subsidies of all kinds; 9) regional policy; 10) the 
lifting of non-customs barriers to the foreign trade of the 
EEC countries, and also the question of the harmonious de- 
velopment of social policy. 

In 1968-1969, as we noted earlier, there was a serious 
monetary crisis, which precipitated a sharp aggravation of 
contradictions between France and the FRG and threatened 
the very existence of the Common Market. During the crisis 
the EEC, as such, did nothing to avert or even mitigate the 
contradictions between these two leading countries. 

In a memorandum to the Common Market Council of 
Ministers in February 1969, the EEC Commission with the 
participation of Raymond Barre, its French Vice-President 
for financial affairs, recommended measures to end the ex- 
isting contradictions. The internal crisis in the EEC was 
quite accurately characterised by the memorandum as being 
the result of inequilibrium in economic development be- 
tween the member states. It declared: ‘“The community can- 
not remain stagnant at the achieved level. Either it disin- 
tegrates under pressure of antipodal forces ... at a time 
when the Customs Union has been set up and swift techno- 
logical progress is yielding benefits ... or the achieved re- 
sults are improved and consolidated ... within the frame- 
work of the existing institutions.... The community stands 
before crucial decisions. They must be adopted without 
delay if it wants to utilise its possibilities for action, other- 


* Neue Ziircher Zeitung, February 20, 1969, 
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wise there will be a serious disturbance of equilibrium, 
which may give rise to undesirable consequences.”* 

The aim of this memorandum was mainly to induce the 
governments of the EEC Six to bring together the approxi- 
mate national indices of medium-term economic policy (rate 
of economic growth, employment, movement of prices, cur- 
rent balance of payments, overall balance of payments). 
But even if effective co-ordination were achieved the au- 
thors of the memorandum allowed for unforeseen develop- 
ments. In this case it was quite possible that each country 
would adopt unilateral measures. The Commission consid- 
ered this form of action undesirable and recommended 
that if any member country found itself in difficulties it 
should “have the possibility of receiving from its EEC part- 
ners the financial means to help it cope with these difficul- 
ties without calling in question the existence of the Common 
Market”.** 

Further, the memorandum recommended short-term 
monetary support. Between the EEC members, it stated, an 
agreement should be reached on the ceiling for the debt of 
one member to another. In the event a debt overshot the 
ceiling, consultations had to take place to decide on measures 
to prevent the repayment of the debt from exceeding a pe- 
riod of three months. 

The Commission requested the Council of Ministers “to 
consider in early autumn 1969 the prospects for the devel- 
opment of the member states ... and to pass a decision .. 
on the formation of a mechanism for co-operation in the EEC 
in monetary policy” .*** 

Although in this memorandum there was no dearth of stern 
warnings that disregard of its recommendations would have 
disastrous consequences, the governments of the member 
states made no haste to examine them. Doubts about the 
feasibility of these recommendations were expressed in many 
quarters. For instance, Otmar Emminger, member of the 
Board of Directors of the FRG Bundesbank, thanked Ray- 
mond Barre for indicating a satisfactory decision. But in 


* Europa-Archiv No. 7, 1969, p. D-166, 
** Tbid., p. D-168. 
*** Tbid., n- D-173. 
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the light of the experience of the preceding months, Emmin- 
ger said, he doubted the practicability of that decision. 

Der UVolkswirt, a West German economic journal, noted 
that the EEC Council of Ministers had to reckon with the 
fact that “with regard to a firm-line strategy politicians 
reserve to themselves one particular area, namely, the 
economic-political area and hereby the area of political 
sovereignty ”’.* 

In effect, the reservation about sovereignty meant that all 
the recommendations on implementing the principles of the 
Common Market were good so long as matters proceeded 
satisfactorily in the economic sphere, but as soon as clouds 
presaging a change of the economic weather appeared, the 
EEC countries hid under the roof of their sovereignty, pay- 
ing little attention to their neighbours. 

In this case, as has happened time and again before, the 
Commission’s recommendations, which conform to the inter- 
ests of monopoly capital of the Common Market countries, 
encountered insuperable contradictions, i.e., contradictions 
between the interests of the EEC as a whole and the nation- 
al interests of its individual members, and contradictions 
between the monopoly bourgeoisie and the working class. 
There are no facts to justify the assumption that the various 
EEC member states are prepared to sacrifice their national 
interests for the interests of the community. History has 
shown that, as a rule, an economically stronger capitalist 
country presses for free trade and the abolition of govern- 
ment control and all other restrictions to economic penetra- 
tion in other countries. Economically weaker countries usu- 
ally want government control and state support for their 
industries, and this can only be achieved when their national 
sovereignty is intact. 

This has been the case in the relations between France 
and the FRG. In the period from 1959 to 1969 the FRG’s 
share of the Common Market’s GNP rose from 30 to 40 per 
cent, while that of France steadily diminished.** Further, 
the FRG has a larger GNP than France (in 1970, $187,000 
million as against $148,000 million). 


* Der Uolkswirt No. 28, July 11, 1969, p. 17, 
** Thid., No. 9, 1969, p. 14. 
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Der Uolkswirt wrote in June 1969: “The fact that Paris 
has, after all, slowed down the process of European integra- 
tion must be attributed not only to de Gaulle’s nationalism 
but also to the fact that the French industry is poorly 
equipped to keep pace with progress toward economic 
integration.””* 

The French ruling circles are aware of this, and so long 
as their country lags behind the FRG and Britain in the 
technical level of industry and in productivity they will 
have to defend their economy with the aid of national sover- 
eignty. Until this problem is resolved in France it is doubt- 
ful if any other arguments in favour of European unity can 
have any influence on her. 

At a press conference on July 10, 1969 the President of 
France Georges Pompidou declared that the EEC should 
give priority to the building-up of the community, which 
was coming to the end of the transition period and, as of 
January 1, 1970, would enter what he called the final 
period. The community’s second concern, he said, should 
be to find a solution to the many pressing problems con- 
fronting it: technical, scientific, power and transport, the 
problems in the rights of society and in monetary and finan- 
cial policy, and many others. Without solving these prob- 
lems a “true community” cannot be created.** 

Touching on France’s economic development President 
Pompidou set three objectives: 1) to turn France into an in- 
dustrial power in the real sense of the word; 2) while put- 
ting the necessary changes into effect, especially in agriculture 
and trade, to ensure the conditions and carry out the social 
measures protecting the new proletariat against calamitous 
hardships; 3) to give international scope to the French 
economy. He advocated agreements between European enter- 
prises and also with non-European enterprises in order to 
enable the French economy to achieve an international scale 
and withstand competition not only in the EEC but also in the 
world markets. France had lived too long under conditions of 
protectionism, a return to which was inconceivable if she 
wished to rise to the level of a modern industrial state. 


* Der Uolkswirt No. 25, 1969, p. 11. 
** Le Monde, July 12, 1969. 











EEC, PLANS FOR A UNITED EUROPE, AND THE USA 333 


By and large, it must be noted that although the develop- 
ment of the EEC is marked by an acute struggle between its 
members, chiefly between France and the FRG, there are 
factors that unite them. 

France and the FRG are members of NATO, the Western 
European Union and the Common Market. They have a 
bilateral treaty on alliance. But in their policies on con- 
temporary problems and future prospects there are essential 
differences and contradictions that spring from national 
interests. 

First, their attitude to the status quo in Europe. France 
recognises the existing frontiers in Europe, and de Gaulle 
had, in his time, advised Adenauer to declare West Ger- 
many’s recognition of these frontiers. However, Adenauer 
requested de Gaulle not to raise the matter. 

The FRG Government headed by the Social-Democrat 
Willy Brandt and the Free Democrat Walter Scheel signed 
treaties with the Soviet Union and the Polish People’s 
Republic recognising the post-war frontiers and renouncing 
the threat or use of force in the relations between them and 
also in matters affecting European and world security. These 
treaties helped to improve the relations and relax the con- 
tradictions also between France and the FRG. 

Second, their attitude to nuclear weapons. France has her 
own nuclear armaments and insists that the defence of 
Europe should rest on a national basis, for she does not 
desire to take part in any conflict that does not affect her 
national interests. The FRG wants the French nuclear poten- 
tial to serve as the basis for a European nuclear potential. 

Third, on the question of Western Europe’s future, France 
advocates a “Europe of motherlands”, that is a united Europe 
with the preservation of the national sovereignty and national 
interests of the individual countries. The FRG regards a 
“Europe of motherlands” as an intermediate stage toward 
total political unity. 

Fourth, their attitude to the USA and to NATO. Unwill- 
ing to be drawn into a military conflict that does not affect 
her national interests, France has withdrawn from the NATO 
military organisation and insists on a curtailment of uni- 
lateral American leadership in that organisation and on the 


independence of the European forces in NATO. The FRG, 
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on the other hand, continues to advocate close relations with 
the USA and an alliance between the European and Amer- 
ican nuclear forces, and wants France to play the role of 
primus inter pares but without a “front against the USA”.* 

Fifth, their attitude to the East European countries. After 
the Second World War France was the first West European 
country to respond to the Soviet Union’s policy of peace. 
The friendly relations that were established between these 
two countries undermined the position of the cold war advo- 
cates in Europe and helped to create a new, peaceful polit- 
ical atmosphere in Europe. 

The FRG Government headed by Willy Brandt has 
demonstrated a more realistic understanding of the situation 
in Europe and displayed some measure of flexibility in its 
policies. 

In the development of the EEC the transition period ended 
in 1969. This brought to the fore problems whose solution 
would determine the Common Market’s further development. 
On the initiative of the President of France Georges Pom- 
pidou a summit conference of the Common Market Six was 
held and it laid the beginning for a new phase of the EEC’s 
development. 


4, Plans for a European Economic 
and Monetary Union 


In the EEC the year 1970 witnessed intensive activity in 
planning the switch from a Customs to an Economic and 
Monetary Union. The 12-year transition period stipulated 
in the Treaty of Rome for the creation of a Common Market 
and the switch to an Economic Union came to a close on 
December 31, 1969. Although many of the measures planned 
for that period (the free movement of capital, services and 
labour, and so on) had been left unfulfilled or been enforced 
partially, the EEC members decided to consider the period 
of transition as having ended and begin working on the plans 
for the formation of a European Economic and Monetary 
Union. 


* Franz Josef Strauss, op. cit., pp. 140-41. 
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Since the “cardinal inequilibrium” in the development of 
individual EEC countries had been removed with the devalua- 
tion of the franc and the revaluation of the West German 
mark, an EEC summit was held at the Hague on December 
1-2, 1969. This summit rekindled the hopes for the deepen- 
ing and enlargement of the EEC, and its decisions gave fresh 
impetus to the plans for a further, higher level of European 
integration. 

In its communique the summit proclaimed its ‘recognition 
that what has been achieved is immutable” and expressed 
its desire “to blaze the way to a united Europe, which to- 
morrow will assume responsibility in the world and can make 
a contribution conforming to its traditions and objectives”.* 
It was stated that the participating countries aspired to create 
a community of “stability and growth”, and to this end the 
summit instructed the EEC Council of Ministers to draw up 
in the course of 1970 a plan for the creation of an Economic 
and Monetary Union. Further, it was decided to initiate 
talks between the EEC and the countries wishing to join it. 

Hitherto, the FRG had been the most active proponent of 
the EEC’s development in that direction. It seemed that now | 
the differences had been ironed out and the way to a united 
Europe was open. But this proved to be only an illusion. At 
the Hague summit and later it was found that there were 
differences in the views held by the leaders of France and 
the FRG. 

It is unquestionable that both the FRG and France would 
like to enhance Western Europe’s role in the world and make 
her voice heeded in all areas of international politics.** But 
complete harmony was lacking between France and the FRG 
on the way to achieve this goal. At the Hague President 
Pompidou listed the basic problems confronting the EEC 
in the following sequence: 1) “completion”, meaning the tran- 
sition to the final period and total financial regulation, i.e., 
above all, the internal build-up of the EEC without a change 
of its composition; 2) “deepening”, i.e., the prospects for 
the community’s evolution; and 3) “enlargement”, i.e., the 
consideration of applications on the entry of new members. 


* Europa-Archiv No. 2, 1970, p. D-48. 
** Tbid., p. D-35. 
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At the same meeting the FRG Chancellor Willy Brandt 
stressed that the EEC should not be limited to the Six. “In 
any case, I declare,” he said, “that without Britain and the 
other European countries prepared to join, the EEC cannot 
become what it should be.’ Further, he stated: “I suggest 
instructing the Foreign Ministers to draw up a unification 
project for the gradual development of political co-operation 
(My italics.—A.K.) between the members of our community, 
namely from the angle of its enlargement.” He added: “My 
Government desires to lead up to an Economic and Mone- 
tary Union soberly and realistically, step by step.’* 

Since the elaboration of plans for long-term projects re- 
quired extensive preparation, the EEC Commission and 
Council of Ministers had to focus on urgent problems related 
to the current situation. In January 1970 the Council of 
Ministers debated the Barre Plan, i.e., the EEC Commission’s 
memorandum of February 12, 1969. Its principles had been 
approved, with reservations, as early as the summer of 1969, 
but now it acquired more topical significance. At this meeting 
the Council of Ministers decided to step up the co-ordination 
of short-term economic policy in order to combat declines and 
recessions. In the event such co-ordination would not avert 
declines and recessions, it was decided that the affected mem- 
ber state should be given short-term aid to enable it to adapt 
itself to the changing business situation and “parry the crisis 
development without parity changes”.** This aid should be 
administered by the heads of the central banks of the Six 
and would be drawn from a $2,000 million emergency aid 
fund formed from contributions by the member states. The 
size of the aid was established at $1,000 million for aterm of 
three months. But if this proved to be inadequate, the aid 
could be increased or transferred to the category of medium- 
term aid. 

As regards the Economic and Monetary Union, each coun- 
try drew up its own plan, which best conformed to its in- 
terests. At the discussion plans were submitted by the FRG, 
Belgium, Luxembourg and Italy. The co-ordination of these 
plans and the elaboration of a single plan for the EEC were 
entrusted to the Werner group. 


* Europa-Archiv No. 2, 1970, pp. D-36, D-38. 
** Neue Zircher Zeitung, January 26, 1970. 
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This group, consisting of “independent” experts represent- 
ing all the EEC states and presided over by the Prime Min- 
ister of Luxembourg Pierre Werner, began working on the 
plans for the European Economic and Monetary Union in 
March 1970. 

The report presented by the Werner group was subjected 
to a preliminary scrutiny at a meeting of the Council of 
EEC Ministers of Finance and Economic Affairs in Venice 
in June 1970. Although this scrutiny showed that there was 
unity on the question of the aim of the plan that was being 
drawn up, it brought to light wide differences over the ques- 
tion of the ways and rate of achieving that aim. The Council 
of Ministers found it was unable to give the Werner group 
any specific directives and confined itself to instructing it 
to find a compromise decision.* A further clash took place 
between the FRG Minister of Economic Affairs Kar] Schiller 
and the French Foreign Minister Maurice Schumann at the 
next meeting of the EEC Council of Ministers that was held 
in the same month in Luxembourg. Acting on the fact that 
the FRG economy was more competitive, Schiller insisted 
on free access to all markets, including the money markets, 
and on the lifting of discriminatory barriers. Moreover, he 
demanded more freedom for the placing of government 
orders and recommended some other measures. This was 
inacceptable to France, for at the time she was unable to 
compete in the world markets without state backing. Schu- 
mann’s reaction was restrained. He said that in his opinion 
the FRG was not abiding by the Hague spirit. 

This was evidence of the deep-rooted inner contradictions 
between the leading EEC countries, contradictions that were 
by no means eliminated at the Hague summit. The Werner 
group started working out a compromise and submitted its 
report to the EEC Council of Ministers in October 1970. 

In the Werner report attention is attracted primarily by 
its extremely pessimistic evaluation of the integration pro- 
cess. It stated that the economic inequilibrium of the member 
states had affected the EEC’s development and that “this 
inequilibrium may seriously prejudice the state of integra- 
tion in the movement of commodities, services and capital 


* Jbid., June 11, 1970. 
22—1867 
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within the EEC”.* Further, the report noted: “...Insofar as 
there are obvious distinctions between the member states 
in the realisation of the aims of growth and stabilisation, 
the threat of inequilibrium emerging will remain if effective 
harmonisation of economic policy is not achieved.” Dealing 
with what had been done toward harmonisation, the report 
stated: “Previous efforts (i.e., during the 12-year transition 
period.—A.K.) had made partial progress possible but did 
not in practice lead to effective harmonisation of economic 
policy in the EEC that would have conformed with the spirit 
of the Treaty of Rome and could have been achieved through 
the enforcement of the main provisions of the treaty, 
particularly the provisions on economic and monetary 
policy.’”** 

Further, in the report it was pointed out that the “discus- 
sions of the business situation frequently lead only to much too 
general recommendations, even if common interests require 
specific recommendations’, that “there has been inadequate 
progress in liberalising the movement of capital and in im- 
plementing freedom of settlement and freedom of services 
for banks and financial institutions”, that “as yet freedom 
of movement has not been fully ensured”, and that only 
“modest results have been achieved in regional, sector and 
transport policy”. The experts in the Werner group thus 
assessed as inauspicious the results of integration during the 
period up to 1970. 

Nonetheless, they drew up a far-reaching plan, which, they 
felt, would lead not only to the formation of an Economic 
and Monetary Union but also to the development of a polit- 
ical union. “The Economic and Monetary Union,” the report 
said, “is the ferment for the development of a political 
union, without which it cannot be durable.”*** The 
pivotal recommendations in the report merit close atten- 
tion. 

These recommendations fall into two groups: 1) steps 
within the framework and on the basis of the Treaty of 
Rome, and 2) steps not envisaged in the Treaty of Rome 


* Europa-Archiv No. 22, 1970, p. D-531. 
** Thid. 
**% Thid., p. D-544. 
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and therefore requiring supplementary articles to the treaty 
ensuring the formation of the Economic and Monetary 
Union. It is not difficult to understand that the creation of 
the European Economic and Monetary Union requires ex- 
tensive work to surmount the contradictions holding up the 
enforcement of the articles in the Treaty of Rome. 

One of the cardinal steps of the first phase was to “invig- 
orate co-ordination of economic policy” by setting up an 
efficient system of information and the joint mapping-out 
of basic aims in economic and monetary policy. The Werner 
group recommended three annual surveys of the obtaining 
situation in spring, in mid-year and in autumn in order to 
“establish a common orientation”. ‘““These regular surveys,” 
the report said, “will make it possible to keep the situation 
constantly under observation.”* 

This observation was to serve as the basis for consulta- 
tions embracing medium-term economic, budgetary and 
monetary policy. The consultations would result in “national 
decisions” conforming “to the jointly adopted view’. In the 
EEC the Council of Ministers would remain the central organ 
laying down economic policy. It was recommended that 
already at this phase the presidents of the central banks of the 
member states should be more active and that they should 
attend the sittings of the Council of Ministers, while the com- 
mittee of these presidents should “have the right to submit to 
the Council and the Commission a statement of its attitude to 
steps which it considers vital to the community”’.** The Wer- 
ner group put forward a series of more detailed recommen- 
dations for co-ordinating budgetary, tax and credit policy 
and also for the policy in the capital market. 

As conceived by the Werner group all the steps of the 
plan’s first phase had to be put into effect within the first 
three years (1971-1973). Further, the additions to the Treaty 
of Rome had to be worked out within the same time so that 
at the close of the first phase a government-level conference 
could be convened to decide all the legal aspects of the tran- 
sition to the final phase, i.e., to the formation of the Eco- 
nomic and Monetary Union. 


* Ibid., p. D-537. 
** Tbid., pp. D-538, D-539. 
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It was felt that this union could be created by 1980 after 
the following had been achieved: 1) a similar rate of eco- 
nomic growth, a high level of employment and a stable price 
level; 2) a reduction of regional disparities; 3) complete and 
irreversible convertibility of currencies; 4) a common bal- 
ance of payments with regard to the rest of the world; 
5) the transfer to the community of the competence of the 
national authorities in: a) the establishment of medium-term 
quota aims; b) the direction of situation policy; c) the adop- 
tion of major decisions in monetary policy; d) ensuring a 
common policy and a common representation in the mone- 
tary and financial relations with third countries and in in- 
ternational economic, financial and monetary organisations; 
e) the establishment of a single capital market for the mem- 
ber states; f) the implementation of a common regional and 
structural policy; g) consultations with the “social partner”, 
i.e., with the trade unions. 

The transition to the final phase had to lead to the institu- 
tion of two organs: 1) a Government organ empowered to 
adopt decisions, and 2) a Committee of Presidents of Cen- 
tral Banks, which would play a growing role in co-ordinat- 
ing monetary and credit policy. The committee would have 
the authority to submit its assessments or recommendations 
to the central banks of the member states and also to the 
EEC Council of Ministers and Commission.* It was recom- 
mended that the system of the Common Market central 
banks should be reorganised along the lines of the US Fe- 
deral Reserve System and have the possibility of influencing 
the state of liquid assets, the bank-rate and the guarantee- 
ing of credits in the public and private sectors. In external 
currency relations it should have the authority to intervene 
in the devisen markets and to administer the community’s 
currency reserves. 

The Economic and Monetary Union would be set up as 
a result of the gradual enforcement of steps enhancing 
economic policy co-ordination and currency co-operation. 
The Werner group attached particular significance to con- 
vergence, which, it believed, would result in a common EEC 
economic policy. “Parallel with the restriction of the auton- 


* Europa-Archiv No. 22, 1970, pp. D-544, D-545. 
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omy of the member states,” the report stated, “the appro- 
priate competent organs handling economic policy must be 
set up at the EEC level.”* 


5. Discussion of the Werner Report 


The first reaction to the Werner report came from the 
EEC Commission. Within a relatively short time along with 
the Werner report it submitted to the Council of Ministers 
its recommendations, which, it believed, would facilitate 
the discussion of the report in the Council. 

Actually, these recommendations contained very substan- 
tial amendments to the report. First, as distinct from the 
Werner report, which was indeed vague on the question of 
the institutions of the future Economic and Monetary Union, 
the Commission clearly stated that additional powers should 
be received not by some indeterminate agency but by the 
existing EEC organs. On the substance of these powers the 
Commission noted that they should be “limited to what is 
necessary for co-operation in the Union and to efficacy of 
common action”. In its recommendations it deleted a vital 
point of the report, namely, the statement that the Economic 
and Monetary Union would be the “ferment for the devel- 
opment of a political union”. The Commission’s amendments 
spoke only of the promotion of political co-ordination. 

Further, the Commission stated the end objective of the 
Economic and Monetary Union only in outline, and struck 
out the report’s recommendation that the Union should be 
controlled by the European Parliament. It suggested reject- 
ing the Werner report’s proposal that the presidents of the 
central banks should have the right to submit recommenda- 
tions to the EEC Council of Ministers. It advised against 
insisting that the Treaty of Rome should be revised before 
the beginning of the second phase, ie., before 1974, on the 
grounds that this might hinder the British Parliament's rati- 
fication of the treaty on Britain’s entry into the EEC. The 
Commission believed that the main objective of the phased 
plan proposed by the Werner group should be the earliest 


* Ibid., p. D-536. 
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possible system of devisen intervention in order to restrict 
the divergences between the exchange rates of the EEC 
currencies. It counselled giving more weight to the struc- 
tural and regional measures, with account for the already 
approved medium-term indices. 

How did it happen that the EEC Commission, which had 
given every support to further integration in Western Eu- 
rope, proposed such substantial reservations in regard to the 
Werner group’s recommendations? 

In the FRG the Werner report was received with appro- 
bation, chiefly because it was seen as a way to a political 
union in Western Europe. Small wonder, therefore, that 
the EEC Commission’s recommendations aroused burning 
irritation in the FRG. A few days after the EEC Commis- 
sion submitted its recommendations a foreign policy debate 
took place in the FRG Bundestag. The Opposition leader 
Rainer Barzel accused the Brandt Government of inaction 
and demanded the adoption of a plan for Europe’s political 
unity. Chancellor Brandt characterised the FRG as the 
“motor of European unity” and spoke of surmounting the 
long-standing stagnation in EEC development, but added: 
“We can only do what others want to do.’”* 

In the latter half of November the Commission’s propo- 
sals on the Werner report were criticised in the West Ger- 
man weekly Der Uolkswirt, which wrote that Raymond 
Barre, the Commission’s French Vice-President, had taken 
advantage of the absence of Wilhelm Haferkamp, the Ger- 
man member of the Commission, to rewrite the Werner 
report and present precisely those elements which in Bonn 
they were prepared to accept only as an inevitable addition, 
as the price for unity. The FRG ruling circles wanted unity 
of Europe above all, and had been prepared to pay for this 
by participating in common measures to strengthen the 
currencies of the EEC countries, but now it turned out that 
the road to unity was being closed and matters had been 
reduced to the solution of monetary problems, i.e., to a vic- 
tory of the “monetarists” over the “economists”. The “econ- 
omists” (the West Germans) wanted an economic union as 
the ferment of a political union, while the “monetarists” 


* Frankfurter Allgemeine Zeitung, November 7, 1970. 
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(the French) most of all wanted FRG financial support for 
their weaker currency. 

The disagreements between France and the FRG again 
came to the fore at the first preliminary discussion of the 
Werner report and the Commission’s recommendations in 
the Council of Ministers in Brussels. State Secretary of the 
FRG Foreign Ministry and member of the Werner group 
Johann Schéllhorn declared that the FRG would undertake 
monetary and financial commitments only in the event 
“all the partners are prepared to consummate the Economic 
and Monetary Union with all its institutional and political 
consequences”.* The French Foreign Minister Robert Schu- 
man stated his agreement with all the recommendations of 
the EEC Commission (and not of the Werner report) and 
noted that “today the question is to co-ordinate economic 
and monetary policy and that the decision of this urgent 
task should not be held up by institutional arguments”. He 
did not deny that institutional questions might subsequently 
arise. They would be resolved at the appropriate time. 

The decisive EEC Council of Ministers meeting on the 
Werner plan for the creation of the European Economic 
and Monetary Union and on the EEC Commission’s recom- 
mendations was held*on December 14-15, 1970 in Brussels, 
for it was expected that with the adoption of the plan a new 
period of Western Europe’s economic integration would 
begin on January 1, 1971. But due to France’s attitude the 
Werner plan was not adopted at that meeting. 

France was willing to take a decision on the first phase, 
i.e., On questions concerning the harmonisation of monetary 
and political policy, but without the commitments envisaged 
in the Werner plan for the final phase. The FRG Minister 
of Economic Affairs Schiller declared that France’s purely 
monetary model had no chance of being accepted. The news- 
paper Neue Ziircher Zeitung wrote: “The Werner plan 
foundered due to the fundamental disagreements on the 
political content of the Common Market. For France, as in 
the days of de Gaulle, national autonomy is incompatible 
with the concept of exclusive freedom of action for na- 


tional states.”** 


* Neue Ziircher Zeitung, November 25, 1970. 
** Tbid., December 20, 1970. 
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This time France found herself alone—the Werner plan 
was supported not only by the other five EEC members but, 
in principle, also by the EEC Commission. 

It is not hard to understand the disagreements between 
France and the FRG: relying on her economic and monetary 
superiority, the FRG desires more freedom of action in an 
Economic and Monetary Union, but this is the very factor 
that least of all inspires France to “deepen” the EEC while 
she remains an economically weaker partner. 

The failure to adopt the Werner plan disappointed the 
proponents of European unity and the general comment was 
that the Hague spirit had not justified itself. However, the 
disagreements did not lead to the failure of the further plans 
for integration: it was decided to continue the talks that had 
been suspended. Everybody eagerly awaited the results of 
the French-FRG summit consultations that were to be held 
on January 25-26, 1971 under the treaty of 1963. 

A few days before Chancellor Brandt’s arrival in Paris, 
the President of France Pompidou held a press conference 
at which he stated his Government’s stand on all key prob- 
lems, notably on the problems of Europe and the European 
Economic and Monetary Union. 

He reiterated his belief that it was possible to build up 
Europe. But the crux of the problem was the kind of Europe 
that should be built up. At the press conference he declared: 
“The question can only be that of building, on the basis of 
what exists, a confederation of states determined to har- 
monise their policies and integrate their economies.”* He 
stated his attitude in detail on the question of the preroga- 
tives of the Government and Parliament of the confedera- 
tion. 

The Government of the confederation should have the 
authority to adopt decisions ‘“‘only on the basis of unani- 
mous agreement. This is sooner a self-evident political 
truth than a juridical rule, and everything will be destroyed 
if it is ignored”’.** 

How would the decisions of the confederation’s Govern- 
ment be enforced? Pompidou replied: ‘Needless to say, 


* Le Monde, January 23, 1971. 


** Tbid. 
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through the national governments. They exercise national 
administration. However, it is probable, and even certain, 
that this will be insufficient and that it would need special 
organs to prepare its deliberations and observe the fulfilment 
of its decisions. I am not against this on condition that as 
the executors of the decisions of the Council of Ministers 
these organs shall be responsible to it and nobody else.” 

Lastly, Pompidou touched on the question of a European 
parliament: “It seems evident to me that the day a genuine 
European Government emerges there must be a genuine 
European Parliament.”* 

Pompidou’s ideas were thus fundamentally at variance 
with the concept of a supra-national power given in the 
Werner plan. 

The proponents of European unity, whose views were in 
some measure reflected in the project for the European 
Economic and Monetary Union as outlined in the Werner 
plan, are trying to drag the West European states into a 
united Europe as quickly as possible. They suggest extend- 
ing the rights of the EEC organs and creating a new supra- 
national organ empowered to pass decisions mandatory for 
all the member states as early as at the stage of economic 
integration. They are attempting to introduce a ruling by 
which a majority decision in the EEC Council of Ministers 
would be mandatory for the member states. All these at- 
tempts are countered by the clearly stated French attitude 
that the EEC organs must be governed by the principle of 
unanimity that would exclude the adoption of mandatory 
decisions inacceptable to one or another member state. The 
complete sovereignty of the member states must be main- 
tained at the stage of economic integration through the pre- 
servation of the principle of unanimity in the Council of 
Ministers as the only supreme organ with the right to pass 
decisions. 

When a confederation was set up it would operate in 
accordance with its own principles: the member states would 
preserve their independence and the confederation’s deci- 
sions would be implemented through the national authori- 
ties of its members. 


* Tbid. 
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Agreements founded on a compromise were reached at 
the consultations held in Paris on January 25-26 between 
President Pompidou and Chancellor Brandt and their 
Ministers for Foreign and Economic Affairs. 

1. Brandt told Pompidou that he fully concurred with 
the idea of setting up a European confederation. 

2. He assured Pompidou that the FRG had no intention 
of demanding an institutional structure for the attainment 
of an Economic and Monetary Union along the lines sug- 
gested in the Werner plan. The FRG would “pragmati- 
cally move from phase to phase”.* In these vital issues the 
FRG thus acceded to France, which had insisted at the 
December 1970 sitting of the EEC Council of Ministers on 
the exclusion from the Werner plan of the recommenda- 
tion for the establishment of new institutions for the EEC. 

3. A sound and reasonable definition, to use the words 
of the newspaper Die Welt, was found for the first phase 
of the European Economic and Monetary Union, i.e., the 
formation of a European Fund for the short-term and me- 
dium-term backing of currencies. This signified agreement 
on a question that had been the cause of the main disagree- 
ments between France and the FRG at the December 1970 
sitting of the EEC Council of Ministers in Brussels.** 

4. One of the crucial issues was that of the principle of 
unanimity in the EEC Council of Ministers. Although the 
Treaty of Rome had provided for the possibility of a tran- 
sition to a majority vote in the adoption of decisions, France 
refused to consider this possibility and insisted on the opera- 
tion of the unanimity principle until all-European organs 
were set up on the basis of common concord, Die Welt 
reported that in Paris Foreign Minister Scheel ‘assured his 
opposite number that Bonn was firmly abiding by the una- 
nimity Pompidou has demanded at his press conference”.*** 

5. The FRG had earlier insisted that the final phase 
should be recognised as an indispensable stage in the creation 
of the Economic and Monetary Union. In Paris Schiller voiced 
the apprehension that development might stop at the first 


* Die Welt, January 26, 1971. 
** Thid. 
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phase. To alleviate these fears France agreed that the crea- 
tion of the Economic and Monetary Union might take a 
decade. 

The Franco-West German consultations in Paris some- 
what eased the tension that had been stirred up by the 
disagreements at the EEC Council of Ministers’ Brussels 
meeting in December 1970. Although acute, deep-seated 
disagreements remain between the ruling circles of France 
and the FRG over the character, methods and rate of West 
European integration it is quite obvious that they desire the 
further development of that integration. The fundamental 
agreement reached between Pompidou and Brandt on the 
question of setting up a confederation marks a considerable 
step forward toward the co-operation of the objectives and 
prospects of their European policy. However, this concord 
does not rule out the continuation of a struggle between 
France and the FRG for the leadership of Western Europe. 

One of the reasons behind the difficulties that will hardly 
be overcome in a situation witnessing contradictions and a 
struggle between the imperialist powers is that a united 
Western Europe is needed most by the West German 
monopolies. Moreover, it should not be overlooked that in 
the FRG there are influential circles pressing for a fede- 
rated form of West European unity, the annulment of the 
principle of unanimity in the EEC Council of Ministers and 
a financial diktat for the West German mark in the EEC 
monetary system. However, the developments at the close 
of 1970 and in 1971 have shown that a hard line is by no 
means the method that can bring leadership in Western 
Europe. Being not less and even perhaps more interested 
than France in preserving the EEC, the FRG monopoly cir- 
cles bie found it expedient to accept the Pompidou pro- 

osals. 

: Pompidou’s idea about the future development of West 
European integration differs fundamentally from the Werner 
plan. As envisaged by Pompidou a confederation must be 
created in which every member state will retain its sove- 
reignty and national authority. The executive and adminis- 
trative organs of the confederation must be governed by the 
principle of unanimity. Vital decisions must be ratified by 
the national legislative organs of the member states. 
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The results of the Franco-West German consultations 
were summed up as follows by Frankfurter Allgemeine Zei- 
tung: “President Pompidou has demolished the timetable 
for the European Economic and Monetary Union. But as 
distinct from the past, it is made out that a crisis has not 
again broken out in the EEC in all its acuteness. Bilateral 
relations between Bonn and Paris are excellent.... The 
fundamental differences between the ‘Europe of mother- 
lands’ and a Europe of politically united states have been 
carefully extinguished. A ‘pragmatic Europe’ is emerging as 
something in-between.’* 

The project for this “pragmatic Europe” was discussed 
and in the main accepted at a meeting of the EEC Council 
of Ministers in Brussels on February 8-9, 1971. The resolu- 
tion adopted on this question stated that the Council of 
Ministers subscribed to the Werner report’s recommenda- 
tions for the steps toward an Economic and Monetary Union 
and its political aftermaths. After receiving the necessary 
powers, the community’s institutions would operate faster 
and more effectively. It was mentioned that the European 
Parliament would have the right to discuss and control the 
future Union’s common policy. 

These points of the Council’s resolution are purely de- 
clarative because nothing was said about how they were to 
be put into effect. 

The unambiguous decisions of the Council are on the steps 
to be taken during the first phase: the enforcement of mea- 
sures to ensure effective co-ordination by means of manda- 
tory preliminary consultations, harmonise taxes, liberalise 
the movement of securities (free movement of capital within 
the EEC), solve immediate regional problems, co-ordinate the 
policies of the central banks and, “by way of an experi- 
ment”, keep currency fluctuations within narrower limits. 
The Council instructed the EEC Commission to submit, by 
May 1, 1973, a report on the work that had been accomplished 
and on the prospects for the further stages of integra- 
tion. 

In assessing the significance of the agreement the French 
Foreign Minister Schumann noted with satisfaction that the 


* Frankfurter Allgemeine Zeitung, January 28, 1971. 
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French triptych of “completion”, “deepening” and “enlarge- 
ment” was being successfully implemented. 

Fearing that development might bog down at the first 
phase, the FRG representatives proposed including a gua- 
rantee clause in the resolution. This was accepted. The clause 
stated that at the end of five years the agreed currency 
measures would remain in force only if a decision were 
adopted on a transition from the first to the second phase. 
In the FRG this clause is regarded as a whip for spurring 
integration in the direction desired by the FRG. The entry 
of Britain, Denmark and Ireland into the EEC turned the 
Six into the Nine. The decision on the transition to the 
second phase will evidently be taken by all the nine members 
of the EEC, but the three new members are not bound by 
the above-mentioned clause. 

Despite the deep-seated differences between its principal 
members, the EEC thus continues to exist and evolve plans 
for its further deepening and enlargement. 

In the early 1960s the EEC countries wrecked US impe- 
rialism’s plans of subordinating Western Europe to US lead- 
ership in the form of an Atlantic community. Britain’s 
membership of the EEC will hardly lead to any intensifica- 
tion of US influence in the enlarged EEC. 


6. Britain’s Entry into the EEC 


During the past few years the conditions for a new re- 
grouping of strength matured in the imperialist camp. This 
found expression, on the one hand, in France’s withdrawal 
from the NATO military organisation and, on the other, 
in Britain’s entry into the European Economic Community. 
France’s withdrawal from the NATO military organisation 
weakens the unity of the imperialist camp, while Britain’s 
membership of the EEC may bring about the consolidation 
of the West European imperialist states. 

In the Queen’s speech opening the new Parliament in 
April 1966 it was stated that the British Government was 
prepared to join the EEC provided the vital interests of 
Britain and the Commonwealth states were guaranteed. By 
the close of 1966 some steps had been taken to put this 
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policy into effect. At the EFTA summit in early December 
1966 the British Prime Minister Harold Wilson sought to 
ascertain the opinion of the other EFTA members on 
Britain’s mew attempt to join the Common Market. 
In early 1967 he toured the capitals of Western Europe 
to explore the prospects for Britain’s membership of the 
EEC. 

London’s decision to re-open the question of joining the 
EEC was actuated by economic, military and political moti- 
vations. 

On the economic level Britain hoped that her membership 
of the EEC would provide new stimuli for achieving higher 
rates of industrial development. In 1968 the index of in- 
dustrial production rose to 117 (1963100) in Britain, while 
in the EEC countries it reached 127. Britain’s share of the 
industrial output of the capitalist world dropped from 8.5 
to 7.4 per cent in 1964-1968. Her ruling circles hope that 
the more rapid rate of industrial development of the EEC 
and its huge tariff-free market will provide the impetus for 
modernising plant, thereby increasing labour productivity 
and enhancing the competitiveness of British industry. In 
agriculture Britain fears that during the initial period the 
EEC’s common agricultural policy may prejudice the in- 
terests of the British farmers because its aim is to eliminate 
the disparity in the revenue rate between industry and agri- 
culture by raising the latter’s productivity. 

The military and political motivations are also of immense 
significance. By becoming a member of the EEC Britain has 
to renounce her position as the USA’s privileged ally. The 
EEC continental powers, notably France, want Western 
Europe to decide its own destiny and agree to co-operate 
with the USA on equal terms, without privileges for any of 
the Common Market members. Further, common West Eu- 
ropean interests may induce France and Britain to co-operate 
in nuclear development. 

On May 2, 1967, after Wilson’s preliminary talks in the 
EEC capitals, the British Government decided to make its 
second application for membership of the EEC. On May 6 
this question was debated in the British Parliament, which 
by a majority against 62 approved the Government’s deci- 
sion. Soon after an official application for membership was 
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filed with the EEC, and Lord Chalfont was authorised to 
negotiate the terms for entry into the Common Market. 

At the annual dinner of the Confederation of British In- 
dustry on May 17, 1967 Wilson said that if the talks were 
successful Britain would experience short-term difficulties 
but she would secure long-term gains ‘which would result 
in the opening to British industry of a vast market of getting 
on for 300 million people”. He drew a picture of swift pro- 
gress in Europe in the event Britain joined the EEC. As for 
British industry, he said, it would receive “its most exciting 
and challenging opportunity since the first Industrial Revo- 
lution”.* 

In her new application Britain took the experience of 
1961-1963 into account and softened her terms. However, 
the principal disagreements between her and the EEC were 
not smoothed over. The problem of agricultural integration, 
the economic ties with countries of the Commonwealth, the 
special relations with the USA. the maintenance of the pound 
sterling as an international means of payment, to say noth- 
ing of rivalry between France and Britain for leadership 
in Western Europe, remained formidable barriers in the 
talks on Britain’s membership of the EEC. In May 1967 
Neue Ziircher Zeitung wrote that the main aspect of Brit- 
ain’s membership of the EEC was political but “economic 
problems should not be underestimated either: they have not 
become smaller in three and a half years”.** 

At a press conference on Britain’s membership of the 
Common Market on May 16, 1967 de Gaulle had welcomed 
Britain’s decision but after speaking of the divergences on 
a number of vital issues declared that the time was not ripe 
for Britain’s full membership of the EEC and suggested three 
possible solutions to this question: 1) to admit Britain even 
if this menaced the EEC’s very existence; 2) to offer Brit- 
ain the status of an associated member; 3) to wait until 
Britain “completes the economic and political transforma- 
tions for the possibility of joining the EEC”’.*** 

An EEC summit conference held at the close of May 1967 
in Rome on the occasion of the 10th anniversary of the 

* Board of Trade Journal, Vol. 192, May 26, 1967, p. 1350. 


** Neue Zurcher Zeitung, May 6, 1967. 
**% Te Monde, May 19, 1967. 
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Treaty of Rome considered the applications from Britain, 
Ireland and Denmark and decided to instruct the EEC Coun- 
cil of Ministers to study this question. 

The British Government’s aspiration to hasten the begin- 
ning of the talks found no response in the EEC. 

From the very beginning the stabilisation of the pound 
sterling was stipulated as an indispensable condition for 
Britain’s admission to the EEC. However, in 1963-1966 Brit- 
ain’s balance of payments deficit totalled £1,332 million, 
ie., it averaged £333 million annually. In 1967 it rose to 
£671 million and in 1968 it soared to £1,410 million.* 

A result of this chronic balance of payments deficit was 
that in order to back the pound’s exchange rate the Govern- 
ment took steps to hold the internal demand in check, which 
in turn led to a production decline in some industries. The 
rate of industrial growth in Britain was the lowest among 
the leading capitalist countries of the world. This predicated 
the low growth rate of exports. Thus the vicious circle: the 
low growth of exports was one of the reasons for the balance 
of payments deficit. 

Another reason for this deficit is the diminution of reve- 
nues from unseen items of export. Prior to the Second 
World War the revenues from these items covered 28 per 
cent of the expenditures on imports; now they cover only 
12 per cent of these expenditures. 

Still another reason for the deficit is the high level of 
Government overseas expenditures, chiefly on the upkeep 
of troops and military bases and on military aid. In 1966 
these expenditures amounted to 15 per cent of the total pay- 
ments to other countries. 

Moreover, the instability of the pound’s exchange rate 
was also caused by large short-term investments in British 
currency of foreign holders, investments which were recalled 
during periods of monetary crises. 

These factors compelled the British Government to de- 
valuate the pound. The expectation that there would be a 
large balance of payments deficit in 1967 precipitated a 
panic among owners of sterling accounts. The Bank of Eng- 
land was unable to maintain the pound’s exchange rate. 


* Board of Trade Journal, Vol. 199, September 9, 1970, p. 542. 
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On November 18 the Government announced the deval- 
uation of the pound by 14.3 per cent, which reduced its 
parity from US $2.8 to US $2.4. 

Devaluation improved the competitiveness of the British 
export industries (shipbuilding, aircraft, chemical, textile and 
some others). Besides, the British Government announced 
that it intended to prevent prices from rising in Britain 
and not only to end the balance of payments deficit but to 
achieve a surplus of about £500 million. As long as these 
problems remained outstanding Britain had little chance of 
being admitted to the EEC. Political contradictions must 
also be borne in mind. Der Uolkswirt wrote at the time: 
“Britain wants not merely to become a member of the EEC. 
She feels she is strong enough to take issue with France’s 
leading role in the continent.’* Britain’s entry into the EEC 
would aggravate the political struggle for the leading role 
in Western Europe. 

De Gaulle repeated his arguments against immediate 
talks with Britain at a press conference on November 27, 
1967. He said: “The Common Market cannot countenance 
the admission of a country which neither by its currency nor 
its policies is part of the Europe that we have begun to 
build.”’** 

Replying to de Gaulle’s statement at his first press con- 
ference in May 1967, the British Prime Minister Wilson 
said that Britain and the Common Market countries had to 
act in concert to prevent any widening of the technological 
gap between the USA and Western Europe.*** 

This Wilson-de Gaulle duel clearly demonstrated that 
until Britain’s economic position improved she could not 
even begin the talks on her entry into the EEC. To improve 
her economic position she had to increase her exports, which 
she counted on doing after joining the EEC. The French 
objections were that Britain had to increase her exports 
before she could hope to begin talks on membership of the 
Common Market. 

The FRG ruling circles endeavoured to play the role of 


* Der Uolkswirt No. 47, November 24, 1967, p. 2577. 
** De Monde, November 29, 1967. 
*** Board of Trade Journal, May 26, 1967, p. 1350. 
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a mediator between the EEC and Britain. They favoured 
Britain’s admission to the EEC, but taking the French 
attitude into account, they tried to achieve some progress or 
at least prevent Britain’s application from being turned 
down. Projects were mooted for co-operation between 
Britain and five EEC members, i.e., without France. But the 
West German leaders declined such co-operation. 

Events that opened the way to talks on Britain’s entry 
into the EEC took place in 1969-1970. First, Britain’s 
balance of payments improved following the devaluation 
of the pound. A balance of payments surplus amounting to 
£743 million was registered in 1969 for the first time in 
several years.* 

Second, the President of France Charles de Gaulle retired 
in April 1969. This revived the hopes of the supporters of 
Britain’s membership of the EEC. Georges Pompidou, who 
succeeded de Gaulle and continued his policies, had been 
head of Government for seven years (from April 1962 to 
July 1969). Observers noted his ability to pursue a more 
flexible policy and come to a compromise. 

Third, at the Hague in December 1969 a summit conference 
of the EEC Six discussed the community’s further develop- 
ment and the question of admitting new members. 

The latter question had been dealt with in July 1969 by 
the President of France Pompidou at a press conference, 
at which he declared that in principle France had no 
objections to Britain’s admission to the EEC but stressed that 
preliminary agreement had to be reached with the member 
states on the terms of her entry and on the consequences 
that this would have to the future of the EEC. He said that 
the entry of Britain and some other countries would result 
in far-reaching changes in the community. “We do not 
wish to begin negotiations,’ Pompidou declared, “without 
knowing beforehand what difficulties and what prospects 
they hold out and what the position of the Six will be.’** 
This was approximately the stand adopted by Pompidou at 
the Hague conference as well. 

The participants in that conference declared themselves 


* Board of Trade Journal, September 9, 1970, p. 542. 
** Te Monde, July 12, 1969. 
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in favour of admitting other West European countries to 
the EEC on the terms stated in the Treaty of Rome. It was 
agreed that the talks on the entry of Britain and also of 
Denmark, Norway and Ireland would begin in mid-1970. 

Anthony Barber, the former British Secretary of State for 
European Affairs, who was authorised to negotiate with the 
EEC, declared: “We must see the short-term losses in the 
light of long-term gains. We are not entering at all costs.”* 
Further, he said that Britain would become a member of 
the EEC on January 1, 1973. 

Economic and financial problems were the first that had 
to be settled at the negotiations. In December 1969 the 
Confederation of British Industry had made a survey 
characterising its attitude to these problems. The main 
problem of the British economy, the survey stated, remained 
unchanged, namely, that of achieving growth in equilibrium, 
i.e., a real increase of the rate of growth of production with 
the preservation of solvency with regard to overseas settle- 
ments. From the standpoint of British industry it was felt 
that the cost of membership could be kept within acceptable 
limits. As regards the integration of agriculture, it was esti- 
mated that Britain’s expenditures would total from £200 
million to £1,000 million annually. A special committee of 
the Confederation of British Industry came to the conclusion 
that by becoming a member of the Common Market Britain 
stood to gain more than she would lose. The Confederation 
therefore favoured Britain’s membership of the EEC. It 
contended that the main advantages were: the larger possi- 
bilities for competition, the bigger scale of the production 
units, the higher incentives for investment and the faster 
rates of growth.** 

In their turn the EEC countries laid down their terms to 
Britain and the other countries wishing to join the Common 
Market. The terms were that these countries had to subscribe 
fully to the Treaty of Rome, contribute toward the commun- 
ity’s further consolidation, pursue a common business, finance 
and monetary policy, integrate their agriculture and abide 
by the EEC’s common agricultural policy. 


* Die Zeit, July 3, 1970. 
** Neue Ziircher Zeitung, December 10, 1969. 
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Naturally, the EEC was willing to give the new members 
a few years for a period of transition to enable them to adapt 
their economies to the enlarged community. 

The EEC’s enlargement would give a new context to the 
question of the balance of strength between the leading West 
European powers. Britain’s entry into the EEC would signify 
an end to the split that had taken place with the formation 
of two economic blocs in the early 1960s. The disagreements 
that led to this split were over the method of uniting 
Western Europe: Britain was at the time not prepared to 
join in the closer links that were being forged by six of the 
continental powers, first in the shape of the European Coal 
and Steel Community and then in the form of the European 
Economic Community. A few years later Britain began to 
knock on the door of the EEC: it was found that closer links 
were vital to the economic interests of West European 
capitalism. But the contradictions between Britain and the 
continental powers, notably France, hindered West European 
integration. Britain's membership of the Common Market 
thus depended primarily on France. 

The situation did not permit further procrastination. This 
was pointed out by the influential French newspaper Le 
Monde, which wrote that none of France’s partners would 
have adopted a decision which they felt would contravene 
the Treaty of Rome.* 

The Treaty of Rome provided for the possibility of enlarg- 
ing the EEC. With the end of the transition period it was 
no longer possible to drag out the decision on the Common 
Market’s enlargement. 

Britain applied for membership in the spring of 1967 but 
the practical talks were started only in 1971. A decision 
was adopted in principle at a meeting between the President 
of France Pompidou and the British Prime Minister Edward 
Heath in May 1971. 

When he was interviewed on the results of the Pompidou- 
Heath talks the French Foreign Minister Maurice Schumann 
declared that the way had been cleared for Britain’s entry 
into the Common Market. He noted that the exhaustive 


* Le Monde, June 7, 1971. 
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talks between Pompidou and Heath had made it evident 
that “they had similar views about the future of Europe”.* 

Following these talks the only undecided question con- 
cerned Britain's contribution to the community’s budget and 
the measures of the transition period for New Zealand, 
Britain’s chief supplier of butter and cheese. A compromise 
was ultimately reached on these questions. The agreement 
making Britain, Denmark and Ireland members of the 
Common Market was signed on January 22, 1972 and came 
into force on January 1, 1973. 

Britain unequivocally accepted the Rome Treaty and all 
the decisions of the EEC Council of Ministers, including 
the decisions on a common agricultural policy and the for- 
mation of the Economic and Monetary Union. 

Britain’s acquiescence in the establishment of the Eco- 
nomic and Monetary Union signified the abandonment of the 
pound’s “reserve function” and its release from the “sterl- 
ing balances” in the Commonwealth. The period of tran- 
sition was established at four and a half years for adapta- 
tion of the market for manufactured goods and at five years 
for agriculture. Provision was made for Britain’s gradual 
switch to the EEC’s common customs tariff. Moreover, 
Britain undertook to introduce a tax on surplus value, which 
is in force in the EEC countries. It was decided that Brit- 
ain’s contribution to the community’s budget would amount 
to 8.64 per cent during the first year and to 18.92 per cent 
during the fifth year. 

For Britain the most difficult problem is perhaps that of 
adapting her agriculture to the Common Market. Agricul- 
ture in Britain developed along entirely different lines than 
in continental Europe, where encouragement for agricul- 
ture was based on quite different principles. 

Britain produces only about 60 per cent of her food 
requirements. Her standing policy had therefore been to 
encourage cheap imports of foodstuffs. The import of these 
commodities from the British Commonwealth and from third 
countries had been widely liberalised. The prices of foodstuffs 
in the open market depended on supply and demand. The 
Government pursued a policy of subsidising farm produc- 


* Entreprise No. 821, June 5, 1971, p. 9. 
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tion, establishing guaranteed prices and paying out the 
difference between the market and the higher, guaranteed 
prices. 

In the continental countries farmers had always been 
protected by high tariffs and sold their output at prices 
that were higher than in the world market. As a result, 
backward forms of farming have remained to this day in 
the agriculture of the continental states. 

The EEC’s system of backing agriculture created addi- 
tional difficulties to Britain’s admission. In Britain food prices 
were substantially lower than in the EEC states. In 1968, 
for instance, the retail prices for some staple products were 
as follows (per kilogram in US currency): 








| France FRG | Ttaly | Britain 
White bread 0.26 0.39 0.33 0.23 
Rice 0.47 0.48 0.41 0.44 
Beef, grade I 3.53 2.38 3.23 2.04 
Pork, grade I 1.72 1.90 2.46 1.58 
Butter 2.34 1.94 2.50 0.85 
Sugar 0.28 0.34 0.39 0.19 
Eggs (per ten) 0.60 0.60 0.70 0.40 


Source: A Future for European Agriculture, The Atlantic Papers 4, 1970, 
Paris, p. 63. 


It was seen that Britain’s membership of the EEC would 
inevitably be accompanied by a rise of food prices, thereby 
worsening the economic condition of the people. The farm 
surplus of the EEC states would have free access to the 
British market and oust the traditional Commonwealth 
exporters from that market. Western economists estimated 
that in Britain food prices would rise by 10-14 per cent, 
although the British Government’s White Paper claimed the 
price rise would not exceed 4-5 per cent. Thus, the essential 
distinctions between Britain and the Common Market coun- 
tries lie not only in the mechanism of backing guaranteed 
prices but also in the fact that in Britain the food prices 
were lower than in the Common Market. Britain managed 
to get some concessions on the New Zealand problem, 
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namely, that by way of an exception the EEC countries agreed 
that during the period of transition New Zealand would 
enjoy privileges in the export of butter and cheese to the 
British market. But in the course of that period Britain will 
have to reconsider her trade channels and level her prices 
up with those of the Common Market. The inevitable rise 
of food prices will result in a reduction of consumption and 
the creation of a “surplus”. The people are becoming more 
clearly aware of the losses they have sustained as a result 
of Britain’s entry into the EEC and there is a growing pro- 
test against this decision, which only serves the interests of 
big capital. 

There was no particular difficulty over the entry of 
Denmark and Ireland. Denmark even turned down 
the transition period, feeling that her economy did not 
require prolonged adaptation. She was extremely interested 
in obtaining free access to the enlarged EEC for her farm 
products. The governments of Denmark and Norway decid- 
ed to hold a referendum on the question of EEC mem- 
bership. In Norway the referendum was held in September. 
It showed that most of the population was opposed to their 
country’s membership of the EEC. This not only created 
difficulties for that country’s government but was a serious 
political blow to the proponents of integration in Western 
Europe. In Denmark most of the population favoured entry 
into the EEC. Thus the EEC received only three new mem- 
bers—Britain, Denmark and Ireland—and not four as was 
originally planned. As a community of nine countries the 
EEC began functioning on January 1, 1973. 


7. Britain and the EEC 


The enlargement of the EEC marked the beginning of a 
new phase in the development of West European integra- 
tion. Until 1972 the foundation of integration consisted of 
Franco-West German conciliation through the association 
of French and West German coal and steel monopolies in 
the European Coal and Steel Community. The EEC took 
European integration a step further. But with the emergence 
of the European Free Trade Association Western Europe 
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was divided into two economic blocs. This split is now being 
closed: the EFTA has been wound up and Britain, the 
EFTA’s principal organiser, has become a rank-and-file 
member of the EEC. 

Britain joined the EEC at a time when her economic and 
political role was waning on the world scene. During the 
six years from 1965 to 1970 her share of the world’s indus- 
trial product dropped from 8.2 to 7.1 per cent, while her 
share of the world’s exports fell from 8.1 to 7.1 per cent. 
Her annual social product increment averaged 3.2 per cent 
in 1960-1965 and 2.2 per cent in 1966-1970. To this must 
be added the steadily shrinking economic links with the 
Commonwealth countries: in 1960-1970 the share of these 
countries in the British export and import diminished from 
36 to 24 per cent and from 23 to 15 per cent respectively. 
At the same time, the share of the Common Market in the 
industrial output and in the export and import of the capi- 
talist countries steadily increased. The British monopolies 
thus found that it was economically advantageous to join 
the EEC, but they can hardly count on winning command 
positions in the Common Market. For economic strength 
Britain is second in the EEC to the FRG, which has a larg- 
er GNP ($187,000 million as against Britain’s $121,000 
million in 1970) and a larger share of the capitalist world’s 
industrial product (9.7 per cent as against Britain’s 7.1 per 
cent in 1970) and of the capitalist world’s exports (7.1 per 
cent as against 2.5 per cent). 

The entry of Britain and other West European countries 
increased the EEC economic potential. 

In 1970 the GNP of the Common Market Six was $486,100 
million, of the future Nine it totalled $621,300 million, and 
of the USA it amounted to $969,600 million. In 1971 the 
exports of the Six totalled $100,500 million, of the future 
Nine $127,800 million and of the USA $43,500 million. At 
the close of 1971 the gold and currency reserves were: 
$40,600 million in the Six, $49,000 million in the future 
Nine, and $13,200 million in the USA. The gold reserves 
amounted to $15,131 million in the EEC Six, $16,059 
million in the future Nine, and $11,081 million in the USA. 
Thus, the entry of Britain, Denmark and Ireland increased 
the EEC’s GNP by $185,200 million (or 30 per cent), exports 
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by $27,300 million (or almost 30 per cent), the gold and 
currency reserves by $8,400 million (or 20.9 per cent). These 
figures indicated that the enlarged EEC has an impressive 
economic potential. Although its GNP is 64 per cent of that 
of the USA, it is far ahead of the USA in exports and in 
gold and currency reserves. 

This, naturally, brings to the fore the question whether 
Britain’s membership of the EEC increases or lessens the 
chances for the creation of a politically united Western 
Europe. We have already mentioned that such integration 
has been most consistently championed by the FRG. There- 
fore, the opinion of the FRG ruling circles on this question 
is extremely important. This opinion was expressed in the 
West German journal Wirtschaftswoche in an article on the 
signing of the agreement on Britain’s membership of the 
EEC. Approving this agreement, the journal wrote: “How- 
ever, despite the dream of the Europeans of the ‘first hour’ 
and by what many politicians still vow, a political union of 
Europe is today more unrealistic than it has ever been 
before.”* The journal noted that after Britain joined the 
EEC the contradictions had deepened over the question of 
agricultural markets and over monetary and political prob- 
lems. It offered the view that in the enlarged EEC the 
distinctions in economic and social development and also 
in the rate of inflation will be more pronounced. “In Bonn,” 
the journal said, “it is believed that the plan for the Eco- 
nomic and Monetary Union will not be put into effect before 
1980. As everybody knows, the newcomer in the EEC— 
Britain—is as reluctant to cede her national sovereignty in 
economic policy to the EEC as France.’** This indicates 
that in the EEC the proponents of the preservation of 
national sovereignty are winning stronger positions. The 
creation of the European Economic and Monetary Union, to 
say nothing of a political Union, has become more impracti- 
cable than before the EEC’s enlargement. 

Of course, this does not mean that integration will not 
continue. It may make headway principally in the econom- 
ic sphere. In theory one cannot rule out the possibility of 


* Wirtschaftswoche No. 3, January 21, 1972, p. 12. 
** Thid., p. 13. 
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political integration. Development is possible in the direc- 
tion of a confederation, which does not infringe upon 
national sovereignty. But the establishment of a United 
States of Europe is hardly feasible under capitalism, with- 
out the abolition of monopoly rule. 

The proponents of integration have long been urging West 
European unity also for the struggle against the USA in 
the field of technology. One of them, Christopher Layton, 
calls for the pooling of European scientific and technolog- 
ical resources, particularly in areas where the state plays 
the main role, and also for the creation of common scientific 
and technological institutions and the adoption of a common 
industrial strategy. He writes that Western Europe’s techno- 
logical integration, including the pooling of research 
resources and the formation of large industrial groups may 
have a larger impact on the links with the outside world 
than even the Common Market.* A number of surveys on 
this problem have been made by the Organisation for Eco- 
nomic Co-operation and Development. In France this prob- 
lem has been studied by Servan-Schreiber and a number of 
other researchers, one of whom, Pierre Vellas, has written 
a book in which he makes an attempt to ascertain the forms 
of international co-operation that could shorten the techno- 
logical gap between Western Europe and the USA.** Vellas 
urges technological co-operation within Western Europe and 
with non-West European countries—the USA and the USSR. 
He believes that the OECD could play an important part 
in promoting such co-operation with the purpose of closing 
that gap. 

The idea of a European Technological Community was 
first propounded in Britain. This idea received the support 
of Pierre Vellas. In 1969 John Pinder and Roy Pryce pub- 
lished a book*** in which they recommended that the West 


* Christopher Layton, European Advanced Technology. A Program- 
me for Integration, p. 257. 

** Pierre Vellas, L’Europe face d& la révolution technologique améri- 
caine, Paris, 1969. 
*** John Pinder, Roy Pryce, Europe After de Gaulle. Towards the 
United States of Europe, Middlesex, 1969. In 1970 this book was en- 
larged and translated into the German under the title Europa-Super- 
macht oder Entwicklungskontinent. Bildungswerk europaisher Politik, 
Zurich-Cologne, 1970. 
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European countries should draw up a technological pro- 
gramme and adopt a common policy toward US investments. 

The noted French economist Pierre Uri, in collaboration 
with a small group of experts, was authorised by the EEC 
Commission to write a report on the Common Market’s 
competitiveness. In this report, published in early 1972, Uri 
analysed the comparative efficacy of the economy of the EEC 
Six, Britain, the USA and Japan. After characterising a 
number of known factors, he wrote that in the USA capital 
was used more effectively than in the West European coun- 
tries, that on the whole the investments were used more 
intensively. This enabled the US capitalists to reduce the 
capital required to achieve a definite level of production 
and to narrow down the gap between the moral and phys- 
ical wear of equipment. However, on the whole, Uri believes 
that the EEC cannot surmount its lag behind the USA. 

Thus, in Western Europe there is no shortage of quests 
for an answer to the American challenge. However, there 
is yet no unanimity on what Western Europe’s answer 
should be. Everything that is said on this issue in books, in 
periodicals, in lectures and so on boils down to the argument 
that first and foremost Western Europe must achieve unity, 
for only a united Europe can reply to the American chal- 
lenge. But a common opinion is lacking on how this unity is 
to be attained. Capitalist Western Europe is being torn by 
contradictions. There is deep antagonism over every major 
political and economic problem. Among capitalist countries 
unity is relative while the contradictions between them are 
absolute. 

















CHAPTER TWELVE 


A NEW PHASE OF THE AGGRAVATION OF THE ECONOMIC 
CONTRADICTIONS BETWEEN THE USA 
AND WESTERN EUROPE 


1. The Economic Crisis and Its Aggravating Impact 
on the Contradictions Between the USA 
and Western Europe. 
“Europe Year” 


At the outset of the 1970s the USA and the leading West 
European countries entered a new round of the cyclic eco- 
nomic crisis that precipitated a further and unprecedented 
aggravation of the economic and political relations between 
the main centres of imperialism, notably between the USA 
and Western Europe. 

In the USA industrial production began to shrink in Au- 
gust 1969. A cyclic crisis of overproduction set in and it 
lasted over 30 months, embracing all major industries, the 
sphere of circulation, credits and state finances. As inflation 
developed prices soared and unemployment reached a criti- 
cal level. The drop in the price of shares led to massive 
bankruptcy, to the ruin of hundreds of thousands of small 
shareholders. The living standard declined. The USA’s posi- 
tion in the world markets deteriorated sharply. In that 
country the increase of the industrial output equalled 5.1 per 
cent in 1969. The industrial product decreased by 4.1 per 
cent in 1970 and showed no change in 1971. 

The USA’s share of the capitalist world’s output dropped 
from 45.4 per cent in 1965 to 40.8 per cent in 1970 and 
to 40.3 per cent in 1971. Its share of the world’s export 
trade during these years fell from 16.6 per cent to 15.4 per 
cent in 1970 and to 13.4 per cent in 1971. Its gold reserves 
diminished from $14,100 million in 1965 to $10,500 million 
in 1972. In Western Europe, too, there was a sharp decline 
of the growth rate of industrial production: from 9.4 per 
cent in 1969 to 2.1 per cent in 1971. In the Common Market 
the drop was from 10.9 per cent to 2.0 per cent. The crisis 
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developed unevenly in the different countries: the growth 
rate of industrial output dropped in the FRG from 13.4 per 
cent in 1969 to 1.6 per cent in 1971, in France from 12.7 
per cent to 5.3 per cent, in Italy from 3.7 per cent to minus 
2.7 per cent (as in the USA there was an absolute decrease 
of production), in Britain from 3.4 per cent to 0.8 per cent 
respectively in 1970 and 1971. The industrial production 
growth rate slowed down in all the capitalist countries of 
Western Europe. The rate of growth fell also in Japan, from 
16.8 per cent to 4.9 per cent. Naturally, this economic crisis 
precipitated a reduction of exports and a sharp intensifica- 
tion of the contradictions and competition in the capitalist 
world markets. A relentless struggle unfolded over trade 
policy. Although customs tariffs had been lowered under 
the Kennedy Round agreement, in 1972 they averaged about 
11 per cent in the USA, 8 per cent in the EEC countries 
and 10 per cent in Britain and Japan. Between the USA and 
Western Europe the struggle heightened in the area of trade 
in farm products. In this area the EEC countries pursue a 
protectionist policy that safeguards their agricultural market 
against US competition. The so-called non-tariff barriers in 
foreign trade are the object of considerable disagreement. 
Good quality and relatively low prices have enabled Japa- 
nese goods to penetrate foreign markets successfully, par- 
ticularly in the USA. In an effort to reduce its balance of 
payments deficit, an effort that has so far had no results, 
the USA is stimulating exports and slowing down imports. 
After the Second World War the USA’s balance of trade 
surplus served as the means for covering the expenditures 
on the policy of “world supremacy”. However, this surplus 
shrank from $7,600 million in 1964 to $1,600 million in 
1969. In 1972 the trade balance showed the enormous deficit 
of $6,300 million (in 1970 the balance of payments deficit 
exceeded $10,000 million). 

The new aggravation of the contradictions between the 
imperialist powers was inevitable. Some were heightened 
and others were eased by the USA’s long and exhausting war 
in Vietnam. On the one hand, that war swallowed colossal 
funds (over $30,000 million annually), thereby weakening 
the USA’s economic potential and making it easier for the 
West European countries to win new positions in the world 
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capitalist markets. But, on the other hand, the war greatly 
intensified inflationary tendencies in the economy of the 
USA and other industrialised countries and thereby upset 
the usual, normal conditions of international exchange and 
injected chaos into international monetary and trade rela- 
tions. The consequences of this aggressive policy of US 
imperialism became particularly perceptible from 1969 on- 
wards. However, the interests of the military-industrial com- 
plex and also prestige considerations (US propaganda had 
been making the point that the USA had never lost a war) 
made a turn toward peace in Vietnam extremely difficult. 
But the aggravation of economic, political and monetary 
contradictions with the West European countries, chiefly 
with the countries of the Common Market, compelled the 
USA to look for a way out with the aid of economic agree- 
ments. As we have mentioned earlier, the USA was losing 
the struggle with the EEC countries in the world capitalist 
markets and the moment came when it had to decide wheth- 
er to continue the senseless war in Vietnam and set about 
achieving a radical settlement of its relations with Europe 
or to lose more of its positions in the world capitalist markets. 
Further, this moment coincided with the beginning of the 
détente between the socialist countries and the West Euro- 
pean capitalist states. The USA could not afford to remain 
outside this process. It had no alternative but to agree to 
peace in Vietnam and begin settling its relations with West- 
ern Europe and Japan, and also with the socialist coun- 
tries. 

US President Richard M. Nixon’s visit to Moscow in May 
1972 and the talks of the Soviet Government delegation, 
led by the General Secretary of the CPSU Central Com- 
mittee L. I. Brezhnev, with the American President in Wash- 
ington in June 1973 were events of immense international 
significance demonstrating recognition of the Soviet Union’s 
strength, prestige and decisive role on the international 
scene. The “united front” of the leading imperialist powers 
against the USSR and the other socialist countries cracked 
and the cold war policy came to pieces. 

After ending the war in Vietnam, the USA began regulat- 
ing its relations with the Common Market countries. In the 
USA 1973 was declared “Europe Year”. 
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On April 23, 1973, in a major speech on behalf of the 
President, Henry Kissinger (who was appointed US Secre- 
tary of State in September 1973) characterised the programme 
for the regulation of relations with the Common Market 
countries. He recommended the renewal of the Atlantic alli- 
ance between the USA and the leading West European 
states. He spoke of the following new realities in the world: 
1) the strengthening of Western Europe and the successful 
European movement toward economic integration; 2) the 
change in the strategic military balance of strength between 
East and West—from “American superiority” to “approxi- 
mate” equality; 3) Japan’s emergence as a “centre of 
strength” with the result that she had “in many cases” to 
be involved in the adoption of “Atlantic decisions”. Further, 
Kissinger spoke of the need to solve “new problems”, the 
fuel problem among them. 

Kissinger declared that the main objective at present was 
to turn the Atlantic relations into a more dynamic force 
for the building of a new pattern of peaceful relations. That, 
he said, was what motivated the US President in his desire 
to appeal personally and directly to the West European lead- 
ers with the aim of laying the foundations for a new era of 
constructive co-operation in the West. The USA suggested 
that its Atlantic partners should join it in drawing up a 
new Atlantic Charter that would set the objectives for the 
future. 

Kissinger characterised the EEC as a regional unit, de- 
claring that the USA was part of the international trade and 
monetary system for which it was responsible. Western 
Europe had achieved certain economic successes and its con- 
version from a recipient of US aid into a strong rival had 
generated certain friction. In international monetary rela- 
tions, Kissinger said, there were complications and even cer- 
tain rivalry. As a closed trade system embracing a growing 
number of countries of Western Europe, the Mediterranean 
area and Africa, the EEC was creating difficulties for the 
USA and other countries that did not belong to that 
system. 

Touching upon the relations between the USA and West- 
ern Europe in the area of defence, Kissinger noted that in 
that area “Atlantic unity” was stronger than elsewhere, and 
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that now these countries were confronted with new tasks 
springing from the drastic change in the strategic condi- 
tions. Further, Kissinger said that there had to be a “just 
distribution” of military expenditures between the USA and 
its European allies. The uncurbed economic competition, 
he noted, could weaken the impulses for joint defence. This 
was a clear implication that lack of agreement on economic 
and monetary problems could give rise to differences over 
questions of defence as well. 

The USA, Kissinger declared, continued to favour détente, 
and its Atlantic allies should formulate a series of clear 
common aims. 

In Western Europe, however, Kissinger’s speech was re- 
ceived very critically. In the West European countries it is 
acknowledged that there indeed are new realities but that 
in the USA they have been evaluated inadequately or, in 
plainer terms, unilaterally, i.e., solely from the American 
standpoint. 

In its issue for June-July 1973 Revue du Marché Commun 
carried an article by an anonymous contributor under the 
heading “Kissinger’s Europe Year”, in which it was stated 
that in his speech Kissinger had assessed Europe incorrectly. 
The article criticised Kissinger’s assertion that Europe had 
no interests and responsibilities in the world, declaring that 
the EEC had world-wide interests and responsibilities but, 
unlike the USA, it was not its mission to be an “economic 
policeman”. The EEC desired to unite the European peoples, 
co-operate with other nations and achieve a higher living 
standard. Further, the journal noted that it was illogical to 
say that a reconsideration of trade and monetary relations 
was linked with questions of defence. “It is embarrassing,” 
the journal wrote, “to hear that without a satisfactory reap- 
praisal of Atlantic trade and monetary relations the USA 
would delay considering its participation in collective de- 
fence.” There could be no question of the defence of the USA 
without Western Europe, the journal declared. The USA 
needed Europe as much as Europe needed the USA. This 
rebuff to Kissinger’s pronouncements was indicative of the 
depth of the contradictions between the USA and the Com- 
mon Market countries on all the basic problems of their 
economic, political and military relations. 
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The Common Market countries did not hurry to reply to 
the American proposal. This was partly due to the disagree- 
ment among them over the character of the reply. At first 
the French representatives were opposed to the idea of a 
dialogue with the USA. They subsequently waived their 
objections, It was only at its sitting in Copenhagen on Sep- 
tember 10, 1973 that the EEC Council of Ministers adopted 
a draft declaration of principles of relations between the EEC 
and the USA: it was the Common Market’s reply to Kissin- 
ger’s speech of April 23. This 22-point declaration stated 
the EEC’s stand on basic issues of its relations with the USA. 
It stated that the EEC countries were prepared to conduct 
talks in GATT with the purpose of liberalising world trade 
on principles of mutual benefit. It linked the trade talks with 
the creation of a stable and just monetary system that would, 
within the framework of the International Monetary Fund, 
be based on fixed parities and common convertibility help- 
ing to even out balances of payments, diminish the role of 
individual currencies as a reserve and establish equal rights 
and duties for all signatories. 

The EEC countries demonstrated that far from accepting 
the US proposals on these points they were opposed to the 
dollar’s privileged position and wanted to divest it of the 
role of a reserve currency. The agreement reached at Copen- 
hagen among the EEC Nine enabled them to show Western 
Europe’s will for a “united front” in face of the American 
demands. This “united front” was expressed in the fact that 
the EEC countries decided to insist on an adjustment of the 
monetary problems as a preliminary condition for the set- 
tlement of trade questions. 

Thus, as it was enunciated by Kissinger, the American 
stand proved to be unacceptable to the West European coun- 
tries, for it accorded them a subordinated role and demanded 
concessions which they were no longer prepared to make. 
For its part, the EEC declaration proved to be unacceptable 
to the USA, for its implication was that the Americans had 
to look for a way out of the impasse themselves. 

These disagreements revealed themselves in all their force 
in September at the annual GATT Conference in Tokyo and 
the conference of the International Monetary Fund member 
states in Nairobi. 
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On September 10, before the conference in Tokyo, the EEC 
countries adopted a general declaration which settled their 
internal differences. For that reason when the French Min- 
ister of Economic Affairs and Finance Giscard d’Estaing 
spoke at the conference he expressed the view of all the 
nine members of the EEC. He stated that an improvement 
of currencies had to be the preliminary condition for trade 
talks in GATT, declaring that the member states first had 
to put their currencies in order and then speak of trade. He 
made it plain that France would not sign an agreement in 
GATT if no agreement on a monetary reform was reached 
beforehand. He said that a decision on such a reform could 
be adopted in the autumn of 1974 and the talks in GATT 
could take place only in 1975. 

This clashed with the American view that monetary equi- 
librium could not be restored until the USA had radically 
improved its balance of trade and payments following an 
agreement on trade issues. 

Here the substance of the disagreement was not in dead- 
lines or the sequence of examining issues but in a funda- 
mentally different approach to the solution of urgent issues: 
the EEC countries wanted the USA to halt the inflationary 
flow of dollars to Europe and restore the dollar’s conver- 
tibility before they would agree to considering the terms and 
conditions for an expansion of trade. The USA, on the other 
hand, wanted, as a preliminary condition, trade privileges, 
that would help it to stop the dollar’s downward trend. In 
other words, the USA was out to restore the dollar’s con- 
vertibility and equilibrium in trade at the expense of its 
partners. From 1971 onwards US policy was extremely 
prejudicial to the interests of the EEC countries. The USA 
refused to protect the dollar and indefinitely postponed the 
restoration of the dollar’s convertibility. 

By demanding trade concessions from its European part- 
ners the USA sought to expand trade to an extent that 
would give it a large surplus and enable it to meet its over- 
seas expenditures on “world leadership” by means of a trade 
surplus mainly with the EEC countries. A significant point 
is that after 1971 the two devaluations of the dollar by a 
total of 17 per cent more than annulled the customs tariff 
reduction fixed under the Kennedy Round in 1967. Besides, 
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the total of so-called Eurodollars reached the round figure 
of 90,000 million in 1973. Without a settlement of this 
American debt no agreement on trade and monetary issues 
can bring the improvement wanted by the rulers of the lead- 
ing capitalist countries. This makes it obvious that the EEC 
countries will hardly agree to further concessions without 
serious concessions to them by the USA. 

This was made clear at the International Monetary Fund 
conference in Nairobi on September 24-26, 1973. The ‘‘Re- 
port of the 20”, who had been commissioned to draw up the 
draft of a monetary reform for the IMF conference, was 
published before the conference opened. But the report could 
not be accepted as a basis because in the “20” fundamental 
disagreements had come to the fore between the USA and 
the leading West European countries. While the West Euro- 
pean states considered that the convertibility of currencies 
was a matter of course for the enforcement of a monetary 
reform, the USA displayed little inclination to adopt strict 
convertibility. The US Secretary of the Treasury George 
Shultz declared that the monetary reform would have to 
wait until the USA had put its balance of payments in 
order, for which it needed time in order to restore trust in 
the dollar, and that in the meantime there should be float- 
ing rates of exchange that would enable the USA to post- 
pone the stabilisation of the dollar indefinitely. The EEC 
countries insisted on strict convertibility as an indispensable 
condition for a monetary reform. Giscard d’Estaing criticised 
the floating rates of exchange, which, he said, were not halt- 
ing inflation because of the speculative movement of capital. 
Under these conditions the floating rates of exchange did 
not mirror the actual market exchange rate of currencies. 
The FRG Finance Minister Schmidt proposed a compromise 
but said that he would like to see “the dollar healthy and 
stable”. The Bretton Woods system was criticised as an in- 
flationary machine allowing the USA to flood the world 
capitalist market with dollars; but when their total exceed- 
ed the USA’s gold reserves five or six times the USA refused 
to exchange them for gold and thereby created a centre of 
tension in the trade and monetary relations of the world 
capitalist market. If nothing is done to end it, this situation 
is fraught with very serious consequences. But inasmuch as 
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the USA is in no hurry to do anything about it, counting 
on the West European countries’ military dependence on 
the USA, the trade and monetary contradictions remain ex- 
plosive. 

At the Nairobi conference no basis was adopted for the 
reorganisation of the international monetary system. All it 
yielded was an understanding that this basis would be worked 
out by July 31, 1974. Even if it is worked out by that 
deadline, a new monetary system will come into force not 
earlier than in the autumn of 1975. 

It thus proved to be impossible to settle all the outstanding 
issues in the trade, economic and monetary relations between 
the USA and the West European countries in 1973, and 
there was no longer any point to the visit to Europe planned 
by US President Nixon with the purpose of drawing up a 
“new Atlantic Charter”. On October 5, 1973, immediately 
after the Nairobi conference, The Economist wrote that the 
attitude of the Nine could not lure Nixon to cross the Atlan- 
tic and that after all this any significant talk of a “Europe 
Year” sounded extremely vague. While considering that 
Europe bore part of the responsibility for the failure of the 
“Europe Year” The Economist wrote that it was premature 
to speak of the total collapse of that initiative, that the Co- 
penhagen declaration did not close the doors and that the 
Transatlantic dialogue might be held in the future when the 
situation was more favourable. The British Tories, of course, 
would like somehow to reconcile Western Europe with their 
American partner, but it is not enough to want this. On all 
basic economic issues the attitudes of the two main centres 
of modern imperialism are far apart and it is hardly possible 
that they will be brought together. 

First, the economic contradictions in trade and monetary 
relations mirror the global scale of their struggle in all con- 
tinents and in all the main areas of their relations. In recent 
years these contradictions were not smoothed over or les- 
sened; on the contrary, they mounted steadily and were in- 
tensified. 

Second, the military aspect of the relations between the 
USA and Western Europe consists of their membership of 
the North Atlantic Treaty Organisation and of the US 
military presence in Western Europe. The USA and NATO’s 
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West European members are equally interested in the con- 
tinued presence of US troops in Western Europe. This gives 
the USA powerful levers for pressuring its West European 
allies; these are chiefly non-economic levers such as the threat 
of cutting back or even withdrawing its forces from Western 
Europe. In the US Congress demands of this kind are win- 
ning increasing support. But, as was noted by the EEC’s offi- 
cial mouthpiece, the USA is as much interested in the main- 
tenance of its troops in Western Europe as are the EEC 
countries. In Western Europe the people are told that the 
American forces are safeguarding them against the “threat 
of a Soviet attack”, but in fact these troops are protecting 
primarily the huge American investments in these countries 
and the revenues received from these investments, and en- 
suring “stability” for the US monopolies in the exploitation 
of the West European peoples. The rulers of the West 
European countries are interested, of course, in the US mili- 
tary presence and for the sake of that presence they may 
make concessions to the USA, which demands that they 
shoulder part of the expense on the upkeep of US troops. 

The fact is that the scale of their economic contradictions 
has grown far beyond the scale of the USA’s expenditures 
for the maintenance of its troops in Western Europe. These 
expenditures amount to roughly $3,000 million, while the 
issue to be settled involves 90,000 million so-called Euro- 
dollars. For that reason a settlement of the question of the 
expenditures for the maintenance of US troops in Western 
Europe cannot resolve the trade and monetary contradic- 
tions, which are a problem in themselves. The settlement 
of the latter contradictions depends chiefly on the entire 
range of trade and monetary relations, in other words, prin- 
cipally on the economic might of the two camps. 

Third, today the USA and Western Europe are jockeying 
for supremacy in the capitalist world. The USA still regards 
the Common Market countries as a region, while the USA 
itself operates on a world-wide scale and bears a “global 
responsibility”. But the EEC states do not agree with this. 
They also lay claim to world-wide importance and respon- 
sibility. It therefore follows that the differences between the 
USA and the EEC have become global and to reconcile 
them is in the highest degree difficult. 
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But no matter how sharp the contradictions between 
these two main centres of modern imperialism may be, it 
should not be thought that in conditions of the struggle 
between the two systems and the intensification of the class 
contradictions within the capitalist countries themselves, 
their leaders will take the risk of a military confrontation 
as at the time of the two world wars. The objective situa- 
tion accordingly obliges them to seek ways to reach agree- 
ments. The project for a new “Atlantic Charter” proposed 
by Kissinger on behalf of the president of the USA was 
supposed to replace the NATO treaty but was unacceptable 
to the West European powers. As a result of further scrutiny 
a new “Atlantic Declaration” was brought out and signed 
in Brussels on June 20, 1974 to try to save what there was 
left to save in “Atlantic” relations. 

The Declaration emphasised that general defence was 
indivisible, that the presence of American Armed Forces in 
Europe was still imperative and that the USA and its West 
European allies were fully decided to support Armed Forces 
in Europe on a level sufficient for deterrence and for pre- 
serving the defence capability of the North Atlantic region. 

Shortly before the signing of the Atlantic Declaration, 
the journal Europa-Archiv in the FRG published a long 
article about US-European relations, under the heading 
“What Will the ‘Year of Europe’ Bring?” The article justly 
pointed out that at present two conceptions on US-European 
relations are battling against each other: the first proceeding 
from the idea of Europe gradually changing into an in- 
dependent and viable force in international politics and 
reckoning that Europe’s and the USA’s interests are diverg- 
ing, and the second also proceeding from the trend towards 
European unity but favouring the preservation of the link 
with the USA in the framework of the Atlantic alliance. This 
second conception is evidently gaining the upper hand, but 
this is not making the economic and political contradictions 
between the USA and Western Europe any smaller. The 
journal opines that at the present time the countries of 
Western Europe are united “not so much by the general 
threat of the communist world but more by the general 
threat of a shortage of raw materials”. This is yet another 
tangle in the skein of contradictions between Western Europe 
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and the USA, contradictions which, in the opinion of some 
Western observers, are of a highly discordant nature. 

The struggle continues between the USA and Western 
Europe for domination in the capitalist world. 


2. United States of Europe—a Menace to the Peoples 


After the Second World War the imperialist bourgeoisie 
of the leading West European countries voluntarily assumed 
the role of abettor of US imperialism as the new leader of 
the capitalist world. As a result, of course, it was able to 
retain economic and_ political power, promote economic 
development and expand foreign trade. But for Western 
Europe US leadership signified not only aid, not only an 
influx of capital and new machinery but also a “shrinkage 
of its role in the world to secondary regional importance’.* 

Lately, voices have been heard urging that Western Europe 
should become a third power. Intensive propaganda is being 
conducted to bring home the message that Western Europe 
can become a third power if it is politically united. 

But singly no West European power, even if it possesses 
nuclear weapons, can lay claim to an independent role in 
world relations. The problem of a third power in the world 
is thus reduced to the possibility of establishing political 
unity among the West European states. 

The proponents of such unity are energetically calling for 
the creation of a United States of Europe and putting for- 
ward economic, political, technological and military argu- 
ments, They argue that by playing a major role in the world 
economy, in the world monetary system, in world trade and 
in the developing countries Western Europe is squandering 
its “potential contribution to a better ordered world ... be- 
cause of its own internal divisions’’.** 

The technological gap is also used as an argument in fa- 
vour of West European unity. For example, in the above- 
mentioned study by Pinder and Pryce it is stated that 


* Europa-Archiv No. 15-16, 1970, p. 569. 
** John Pinder, Roy Pryce, Europa Supermacht oder Entwicklungs- 
kontinent, Zurich-Cologne, 1970, p. 18. 
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“European countries are not only lagging behind the United 
States in the industrial application of new technology, but 
also—largely because of their continued political disunity— 
are facing the risk of becoming a colonial outpost of Amer- 
ican industry precisely in those fields which are of critical 
importance for their economic future”. It is appreciated that 
to close the technological gap the West European countries 
have to stimulate research and apply the results in industry, 
but before they can do this they have to combine their means 
and work out a common policy. But neither a common policy 
nor the ways of combining resources have been found and 
nobody can tell if they will ever be found. 

Nonetheless, reactionary elements in Western Europe are 
continuing to campaign for a United States of Europe, which 
they regard not only as an economic but also as a political 
factor. The West German imperialists are particularly 
active in this area. For example, as envisaged by Franz 
Josef Strauss a nuclear-armed United States of Europe must 
“achieve an equal partnership with the United States of 
America’.* A United States of Europe is conceived as an 
independent economic, political and military force between 
the USA and the USSR but, at the same time, unilaterally 
linked with the USA, i.e., directed against the USSR. 

This anti-Soviet, anti-socialist orientation of a United 
States of Europe continues to attract West German politi- 
cians and military strategists. On the question of the aims 
of a united Europe, Strauss wrote: “A united Western Europe 
must be the step toward a United States of Europe, in which 
I include all the peoples of Central and Eastern Europe.” 
Strauss condemns the post-war status quo in Europe and is 
actively opposed to a relaxation of international tension, to 
the idea of collective European security, to peaceful co- 
existence. But whatever peaceful words are used to screen 
the attitude of the West German reactionaries, whose in- 
terests are championed by Strauss, one can clearly see the 
familiar face of the aggressor, the enemy of peace, the war- 
monger. 

The project for “European nuclear forces” is presented as 


* Franz Josef Strauss, Enéwurf fiir Europa, Stuttgart, 1966, 
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one of the main arguments for West European unity. In 
the 1950s and the 1960s several projects had been advanced 
for giving the West European powers a part in nuclear plan- 
ning and in using nuclear weapons in a future war. There 
was a project for forming multilateral nuclear forces, and 
in 1963 the NATO Council meeting in Ottawa passed a 
decision on the formation of inter-allied nuclear forces, but 
due to the subsequent exacerbation of contradictions in 
NATO nothing came of this plan. Lately, discussions have 
been centred round a project for European nuclear forces. 
This project calls for the formation of united nuclear forces 
in Western Europe with the French and British nuclear 
potential as the backbone. The imperialist circles in the 
FRG are among the most ardent supporters of this project. 
In 1966 when Franz Josef Strauss was the FRG Defence 
Minister he told a correspondent of US News and World 
Report that “Europe should aim, in the long run, to build 
up a European nuclear potential”.* This was also the opinion 
of the former FRG Chancellor Kurt Georg Kiesinger. Inter- 
viewed by the French journal Paris-Match soon after his 
appointment to that post, Kiesinger declared: “We reserve 
the right to state our view when the European nuclear forces 
are formed.” It is obvious why the imperialists in the FRG 
so strongly favour this form of nuclear forces: they want to 
build up their own nuclear potential under the guise of a 
collective, European nuclear force. They have expressed their 
willingness to participate in that force in the form of a con- 
tribution to the expenditures. This contribution would give 
them a say in naming the objectives to be subjected to nu- 
clear bombing and also in the utilisation of nuclear weapons. 
The project for European nuclear forces is thus only a 
screen for giving the imperialists in the FRG access to nu- 
clear weapons. 

A major issue of world politics, the question of European 
nuclear forces is closely linked with the entire range of rela- 
tions between the leading West European powers and be- 
tween Western Europe and the USA. It is also of immense 
significance in the relations between the capitalist and the 
socialist systems. 








* US News and World Report, April 18, 1966, p. 68. 
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For the West European powers nuclear weapons are, above 
all, a means of achieving leadership in Western Europe. 
By developing nuclear weapons Britain enhanced her role 
as an ally of the USA. Nuclear co-operation is the founda- 
tion of the special relations between Britain and the USA. 
However, these relations compel Britain to follow more 
obediently in the wake of US imperialist policy. The FRG 
and France do not have the privilege of special relations 
with the USA. The FRG does not have nuclear weapons, 
while France regards her nuclear potential as a means of 
winning more influence notably in European politics. The 
relations of the leading West European powers with the 
USA in NATO are thus far from being founded on equality 
and are extremely contradictory. The USA retains full con- 
trol of the nuclear potential sited in Western Europe. Al- 
though in NATO the West European powers participate in 
nuclear planning, i.e., in working out decisions on the use 
of nuclear weapons, the actual use of these weapons is 
controlled by the Americans. 

Britain’s entry into the EEC has introduced a new fac- 
tor into the plans for the creation of European nuclear forces. 
The British Conservatives attach great importance to these 
plans in the discussion of European problems with the USSR 
and other socialist countries. The possibility of putting these 
plans into effect is increasing, but, on the other hand, the 
opposing factors are likewise formidable. 

As is generally known, the building of a “united Europe” 
was due to begin with the putting into practice of the so- 
called “graduated plan” for setting up an Economic and 
Monetary Union (beginning on January 1, 1971, and to be 
completed by December 31, 1980). Up to 1975, however, 
nothing substantial had been realised. In addition, in 1973- 
1974 a process of disintegration took place and led the 
European Community into profound crisis. The economic 
crisis of 1970-1971 sharply aggravated inter-imperialist con- 
tradictions, both between Western Europe and the USA and 
within Western Europe itself. These differences were still 
further aggravated by the energy crisis which began in 1973. 
Inflation, accompanied by a resulting aggravation of the 
currency relations crisis, upset the whole system of economic 
relations in the capitalist world. These conditions made it 
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impossible to realise the “graduated plan” for the Economic 
and Monetary Union. Moreover, uneven economic develop- 
ment of the individual member countries of the European 
Community in the economic and monetary crisis brought the 
community to the brink of collapse. 

On May 6, 1974 Italy unilaterally imposed tariffs to limit 
imports into the country. This measure was a result of the 
critical situation of the Italian economy and brought about 
an at first temporary (six-month) suspension of the agree- 
ment on a unified customs system, that is to say, on the 
unregulated and duty-free circulation of goods within the 
community. The president of the Central Bank of Italy 
G. Carli said that Italians were living “beyond their means”, 
that the growth of labour productivity was very modest and 
that their high standard of living was obtained at the cost 
of imports. The duty-free circulation of goods had in fact 
resulted in a heavy flow of goods into Italy from other 
member countries, in particular from the FRG. Italy as a 
result developed a large debt which it was unable to balance 
by its exports. The EEC Council of Ministers refused to 
allocate means to normalise the Italian economy. 

In Italy a battle developed around the government 
measures attempting to lay the whole burden of these eco- 
nomic difficulties on the shoulders of the working people. 
Together with increases in taxation Italians are also being 
loaded with sharp rises in the price of mass consumption 
goods, food, and public transport. In a word, the rapturous 
singing of the praises of the Common Market has given way 
in Italy to a profound disenchantment. 

After the Wilson Government came to power, Great 
Britain, in accordance with Labour’s pre-election programme, 
officially raised the question of a reconsideration of the 
country’s membership conditions in the EEC. To this should 
also be added the negative effects of the oil crisis which 
each Common Market country tried to solve individually 
without consideration for its fellow members. 

France was never greatly enthusiastic about the Common 
Market. It did, however, join the EEC and wanted to 
receive all the benefits and advantages the EEC offered for 
accelerating the country’s industrial development and re- 
organising its agriculture. It was particularly interested in 
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the development of the so-called “regional fund” which 
could contribute to solving France’s important problems in 
industrial development. However, the plans for setting up 
the regional fund came to a standstill and the united agri- 
cultural market developed in the context of a difficult battle 
between the member states. As a result France forfeited 
many of the conditions favouring the development of its 
agriculture it had once enjoyed. It introduced export sub- 
ventions for its agricultural produce, the economic mean- 
ing of which can be equated to Italy’s imposition of import 
tariffs. On the matter of monetary problems, France always 
supported a united EEC currency policy, calculating on the 
help of other member states with more stable currencies. 
The general monetary crisis in 1973, however, caused France 
to introduce the so-called “floating” franc and_ thereby 
radically undermine the EEC’s common currency policy. By 
introducing the “floating” franc, France to all intents and 
purposes ceased to be a participant in the European Mone- 
tary Union. To overcome the energy crisis, France also 
entered into separate negotiations with the oil-producing 
countries. 

Other Common Market countries such as Denmark, Bel- 
gium and Holland also began to take measures “to rescue” 
their economies, in particular their agriculture. 

Europe’s economic integration has continued throughout 
the whole period of its existence in a series of differences 
and conflicts between its members. While industry was on 
the upsurge, the EEC countries found it easier to come to 
agreement on their conflicting interests. But as soon as 
difficulties appeared as a result of crisis phenomena and 
slumps the battle between the Common Market countries 
immediately became aggravated, time and again even 
reaching the point of threatening the Common Market’s col- 
lapse. The problems and differences which made themselves 
felt in 1973-1974 were given such names in the West Euro- 
pean bourgeois press as a “dismantling of Europe’ and 
“trend towards nationalism” which was gaining the upper 
hand over the general interests and trend towards a “united 
Europe”. The Hamburg newspaper Die Zeit wrote that Italy 
and Denmark had acted not only against the letter, but also 
against the spirit, of the Rome agreements. The newspaper 








NEW PHASE OF AGGRAVATION OF ECONOMIC CONTRADICTIONS 381 


quoted a member of the Community Commission, A. Borchet, 
as being of the opinion that a rift had appeared in the com- 
munity which “could lead to the Common Market’s com- 


f 


plete dissolution’’.” 


3. The Efforts of the USSR and Other Socialist Countries 
To Preserve Peace and Security 


The movement for a lasting system of collective security 
has lately gained increasing momentum in Western Europe 
as a result of the peace initiative of the USSR and other 
socialist countries. Acting on the principle that negotiation 
and agreement are the only way to ensure peace and security 
in Europe, the Soviet Union has consistently spared no effort 
to achieve that goal. In a Note to the Governments of France, 
Britain and the USA in July 1954 the Soviet Government 
had proposed a conference of all European countries to con- 
sider the question of collective security in Europe. In No- 
vember of the same year the Soviet Government had repeat- 
ed its proposal. Both proposals had been turned down by 
the USA and the West European states. Set up in 1955 the 
Warsaw Treaty Organisation is based on the idea of build- 
ing up a system of security in Europe. 

A new phase of the efforts of the European socialist coun- 
tries to achieve lasting security in Europe commenced in 
1966 at the conference of the Warsaw Treaty Political Con- 
sultative Committee in Bucharest. 

The programme adopted at Bucharest enunciated the basic 
principles of European security: recognition of the inviola- 
bility of the post-war frontiers in Europe and the organisa- 
tion of all-European economic co-operation. The latest docu- 
ment of this nature is the Prague Declaration of January 
26, 1972, which reaffirmed the principles of European 
security, namely, peaceful coexistence of the two systems, 
inviolability of the existing frontiers, renunciation of the 
use of force in mutual relations, and mutually beneficial co- 
operation. 


* Die Zeit, May 2, 1974. 
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In 1954-1955 the imperialist forces were still expecting to 
acquire “positions of strength’ and dictate their terms to 
the USSR and other socialist countries. Today it is quite 
obvious that these expectations have been dispersed. 

A major factor stimulating the hope of establishing last- 
ing security in Europe was the signing in 1970 of the trea- 
ties between the USSR and the FRG and between Poland 
and the FRG on the recognition of the existing frontiers in 
Europe, including the frontiers between the FRG and the 
GDR, and on the renunciation of the use or threat of force 
in mutual relations. The FRG Government headed by Willy 
Brandt and Walter Scheel discontinued the former policies 
and recognised the inviolability of the frontiers existing in 
Europe. This policy of the Brandt-Scheel Government has 
the approval of some West European countries. The leaders 
of France have welcomed the signing of the treaties by the 
FRG Government and declared themselves in favour of a 
European conference on security and co-operation. The same 
stand has been adopted by the governments of Finland, 
Austria, Sweden and Notway. 

The principles proclaimed in the Bucharest and Prague 
programmes for European security and co-operation have 
thus received wide recognition in Western Europe. However, 
in Western Europe and overseas the bankrupt “positions of 
strength” policy still has many supporters, who continue to 
oppose the easing of West-East tension and refuse to accept 
the principles of European security. It is not surprising that 
in the FRG the ratification of the treaties with the Soviet 
Union and Poland was strongly resisted by reactionary ele- 
ments headed by the CDU-CSU, which represents the big 
bourgeoisie. 

Naturally, the CDU-CSU leaders would not have been so 
active if they had not relied on the support of reactionary 
elements in some other West European countries and in 
the USA, which were likewise opposed to any easing of ten- 
sion, to European security. 

But all these elements had to retreat in face of the mo- 
mentous changes in European and world economy and poli- 
tics. The economic crises and the monetary upheavals have 
forced the capitalist monopolies to look for new markets 
and new incentives for further economic development. The 
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failure of the “positions of strength” policy and the total 
futility of the efforts to achieve “superiority” by building 
up the military potential radically changed the economic 
and political situation in the world and created the condi- 
tions for putting into effect the policy of peaceful coexis- 
tence, European security and economic co-operation that has 
been consistently pursued by the Soviet Union and other 
socialist countries. At the 15th Congress of Trade Unions 
in March 1972, L. I. Brezhnev noted: “It may be said that 
Europe is on the threshold of a new phase. The ideas of 
peace and security, and of broad multiform co-operation are 
winning recognition and support from a growing number 
of countries. The peace initiatives of the socialist countries 
have helped to create a situation in which it is becoming 
possible to consider the practical ways and means of ensur- 
ing security and co-operation in Europe. The solution of 
this problem is a major, historic task.”* 

In the same speech L. I. Brezhnev spoke in favour of 
broader relations between the USSR and the USA. He said: 
‘We have said it before and we reiterate it now: the rela- 
tions between the USSR and the USA can be improved. 
More, this is desirable but, needless to say, not at the ex- 
pense of any third countries and peoples, not to the detri- 
ment of their legitimate rights and interests.” 

Sooner than could be expected, developments bore out 
L. I. Brezhnev’s words. The treaties between the USSR and 
the FRG and between Poland and the FRG were ratified 
and came into force in May 1972. At the close of the same 
month talks were held between Soviet leaders and the US 
President in Moscow. These talks ended with the signing 
of documents that laid the beginning for a new phase in 
the relations between the USSR and the USA, between 
socialist and capitalist countries. 

The principle of peaceful coexistence of the USSR and the 
USA and the fact that distinctions in ideology and social 
systems are not a hindrance to normal relations founded 
on the principles of sovereignty, equality, non-interference 
in internal affairs and mutual benefit received recognition in 
one of these documents—Basic Principles of Mutual Rela- 


* Pravda, March 21, 1972. 








* Pravda, May 30, 1972. 
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tions Between the Union of Soviet Socialist Republics and 
the United States of America. 

In his speech at the 15th Congress of Trade Unions in 
March 1972 L. I. Brezhnev had pointed out that the success 
of the pending Soviet-US negotiations would depend upon 
recognition of the principle that each country has the right 
to security and upon the readiness to abide by this principle. 
Article 2 of the Basic Principles of Mutual Relations signed 
in May states: “The prerequisites for maintaining and 
strengthening peaceful relations between the USSR and the 
USA are the recognition of the security interests of the 
Parties based on the principle of equality and the renuncia- 
tion of the use of threat of force.”* 

In the next ten articles of this document the two countries 
pledged to promote conditions in which all countries would 
live in peace and security, to make sure that the agreements 
between the USSR and the USA were faithfully implement- 
ed, and to promote trade and economic relations and scien- 
tific, technological and cultural contacts and co-operation. 
Further, the two countries declared their intention to con- 
tinue their efforts to limit armaments, conduct exchanges of 
views at the highest level and to establish, where this was 
feasible, joint commissions and other joint bodies. They 
recognised the sovereign equality of all states. 

The documents signed in Moscow—Basic Principles of 
Mutual Relations, the Treaty on the Limitation of Anti- 
Ballistic Missile Systems, the Interim Agreement on Certain 
Measures with Respect to the Limitation of Strategic Offen- 
sive Arms, and the agreements in the field of environmental 
protection, in the field of medical science and public health, 
in the exploration and use of outer space for peaceful pur- 
poses, in the fields of science and technology, and on the 
prevention of incidents on and over the sea—have been 
justifiably characterised as an historic turn in world politics 
that consolidates the process of relaxing international ten- 
sion and opens up new possibilities for improving the inter- 
national situation. 

It is believed that the Soviet-US summit will put an end 
to the cold war that had determined the guideline of the 
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relations of the USA and its allies toward the USSR and 
other socialist countries since 1947, i.e., since the proclama- 
tion of the Truman Doctrine. The untenability of that 
doctrine has been formally recognised in the documents 
signed by the President of the USA. 

To Soviet people the futility of the cold war policy was 
evident from the very beginning. But it took the US ruling 
circles nearly a quarter of a century to see that obvious fact. 

In the West one frequently hears political observers and 
newspaper columnists allege that the present changes in the 
international climate are due to the “fundamental modifica- 
tions” in Soviet policy. Actually, the USSR has undeviating- 
ly pursued a policy of peaceful coexistence and has always 
striven for economic, scientific and technical co-operation 
with all countries. The renunciation by the imperialist pow- 
ers of their cold war policies, their recognition of the prin- 
ciple of peaceful coexistence and their transition from con- 
frontation to negotiations and co-operation have been induced 
by the far-reaching changes that have taken place in the 
balance of strength between the capitalist and the socialist 
systems. 

The USA was the first country to develop the atomic 
bomb. But its monopoly in that sphere was short-lived. The 
Soviet Union very soon achieved nuclear parity with the 
USA, while inter-continental missiles were developed ear- 
lier in the USSR than in the USA. These were the circum- 
stances that prevented the US imperialists from engaging in 
“nuclear dictation”. The nuclear arms race, started by the 
USA, gave it no advantages. The periodically recurring 
economic crises, the currency difficulties, the enormous mili- 
tary expenditures, the aggravation of the contradictions in 
the camp of the most highly industrialised capitalist coun- 
tries and other factors forced the imperialist states to modify 
their policies, notably in the direction of an expansion of 
economic relations with socialist countries. 

In Moscow in May 1972 an agreement was signed on the 
principles of relations between the USSR and the USA, in 
which it was recognised that in the nuclear age there was no 
alternative to peaceful coexistence as the basis of the rela- 
tions between them. This laid the beginning for the present 
improvement in the relations between the two countries. 





386 THE USA AND WESTERN EUROPE 


L. I. Brezhnev’s visit to the USA in June 1973 was an 
event of colossal, historic significance. His talks with the 
US President cleared the way for a further basic improve- 
ment in the relations between the USSR and the USA. Pre- 
servation and consolidation of international peace were at 
the heart of the talks. 

During that visit the two leaders signed an agreement on 
the prevention of nuclear war and a document stating the 
fundamental principles of the negotiations on the further 
limitation of strategic offensive weapons. In the joint Soviet- 
US communique the agreement on the prevention of nuclear 
war was characterised as an historic achievement in Soviet- 
US relations that substantially strengthened the foundations 
of international security as a whole. “The Soviet Union and 
the United States of America,” the communique stated, 
“declare that they are prepared to consider further ways 
and means of strengthening peace and once and for all re- 
moving the threat of war, particularly of nuclear war.” 

These and other documents signed in Washington—on 
co-operation in agriculture, in the study of seas and oceans, 
in transport, on contacts and exchanges—constitute a further 
step toward the improvement of Soviet-US relations initiat- 
ed in Moscow in May 1972. All these documents create a 
solid foundation for peaceful coexistence. 

In this context new prospects are emerging for Europe 
too: the possibility of being delivered from the threat of 
war and creating a new situation highlighted by lasting and 
durable peace, broad international co-operation, economic 
advancement and social progress. 

The third Summit meeting was held in Moscow from 
June 27 to July 3, 1974. At this meeting it was noted that 
Soviet-American relations had, in an extremely short time, 
made a radical move toward peace and large-scale mutually 
advantageous co-operation. It also reaffirmed the dicision 
to continue the active reorganisation of Soviet-American 
relations on the basis of peaceful coexistence and equal 
security. During this meeting a number of new treaties 
and agreements contributing to the further strengthening 
of peace and the development of mutually advantageous 
co-operation were signed. A treaty on limiting underground 
tests of atomic weapons of over 150 kilotons was signed, 
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as also were a Protocol on limiting anti-missile defence 
systems and a number of other important agreements on 
co-operation in economics, energetics, housing construction, 
public health and other fields. 

The agreements on lessening the danger of war and on 
strategic weapons limitations are of paramount importance. 
Also of fundamental importance is the decision stated in 
documents agreed by the USSR and the USA to make joint 
efforts to eliminate the danger of war, especially using 
atomic weapons, and also to limit and eventually halt the 
arms race. The fulfilment by both parties of the obligations 
they have undertaken will be of real service in safeguarding 
international security. 

Another meeting took place between L. I. Brezhnev, 
General Secretary of the CC CPSU, and the new US Presi- 
dent Gerald Ford near Vladivostok on November 23 and 24, 
1974. The two leaders reaffirmed the continuity of the policy 
aimed at consolidating peace throughout the world, cement- 
ing international détente and expanding mutually advan- 
tageous co-operation. The joint Soviet-American statement 
adopted at the meeting confirmed the intention of the two 
countries to conclude a new agreement on nuclear arms 
limitation. This is a fundamentally new understanding 
which may bring about political as well as military détente. 
The two leaders declared that the Soviet Union and the 
United States would make strenuous efforts to achieve a 
solution of this historical task. 

The world socialist community rejects the principles of 
capitalism, but it does not impose its own ideals and princi- 
ples on anyone. The USSR and the other socialist countries 
have always urged peaceful coexistence between the two 
systems. For their part, the imperialist powers have pursued 
an aggressive policy toward the USSR and the other socialist 
states and sought to destroy the socialist system by force of 
arms. 

In a class society, whether under feudalism or capitalism, 
the ruling classes have always pursued a “‘policy of strength”, 
i.e., they settled outstanding issues by intimidation, violence 
and war. But today the totality of factors is such that force 
can and must be extirpated from international relations. In 
Europe and the rest of the world, thanks mainly to the con- 





388 THE USA AND WESTERN EUROPE 


solidation of socialism’s positions, a new situation has arisen 
in which outstanding issues cannot be resolved by the threat 
or use of force. 

In this situation the first steps have already been taken 
toward establishing durable, lasting peace in Europe. A 
European Conference on Security and Co-operation was held 
in Helsinki, Finland’s capital, in June-July 1973 on the 
initiative of the USSR and other socialist countries. It was 
attended by 33 European states, the USA and Canada. Its 
first phase yielded some positive results: agreement was 
teached regarding the political principles of the relations 
between the participating countries in order: first, to make 
the changes toward peaceful relations and co-operation irre- 
versible; second, to create the conditions for the expansion 
of trade, economic, scientific, technical and cultural relations 
between the European states; third, to put an end to discrim- 
ination in the relations of the capitalist countries with the 
socialist states; fourth, to create the conditions for the reali- 
sation of joint projects in the power engineering industry, 
air and water transport, the health services and other areas. 

L. I. Brezhnev and Gerald Ford discussed the second stage 
of the European Conference on Security and Co-operation 
at their meeting near Vladivostok. Here the two sides 
concluded that a successful completion of the European 
Conference was possible in the near future. These issues 
were also taken up by L. I. Brezhnev and the French Presi- 
dent Giscard d’Estaing at their talks in Rambouillet, near 
Paris, from December 4 to 7, 1974. The Soviet-French com- 
munique on this meeting pointed out that considerable 
progress in formulating the final documents had been made 
at the second stage of the conference in Geneva. At the 
Rambouillet meeting both sides stated that the favourable 
preconditions had been created to bring the conference to 
a speedy conclusion. After this would follow the third 
stage of the conference and the signing of the appropriate 
documents at the top level. 

Successful conclusion of the European Conference on 
Security and Co-operation will be one of the most important 
stages in the process of détente in Europe and will con- 
tribute to the further strengthening of peace throughout 
the world. 
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However, it must be stressed that peaceful coexistence 
does not signify the cessation of the ideological struggle. In 
the capitalist countries the class struggle will continue and 
the Soviet Union and other socialist states will go on support- 
ing that struggle. The socialist countries will always expose 
bourgeois ideology, anti-Sovietism and anti-communism, and 
their reactionary essence and incompatibility with the class 
interests of the workers and other strata of working people 
in the capitalist states. 

The sharp change in the relations between the USSR and 
the USA and other capitalist states does not mean that there 
is no opposition to peaceful coexistence in the USA, that 
there are no proponents of the cold war and even of a hot 
war, that all the imperialist hawks have suddenly become 
doves. In the imperialist states there are influential circles 
who will persist in their efforts to halt the easing of tension 
and aggravate relations between the two systems. Take, for 
example, the foreign trade law passed by the US Congress 
at the end of 1974, with its provisions that discriminate 
against the Soviet Union and other countries and attempt 
to meddle in their domestic affairs. 

The aggressive imperialist circles apparently believe that 
a relaxation in Europe and an improvement of relations 
with socialist countries will make it difficult to subjugate 
Western Europe economically and enforce their reactionary 
politicies against the working class of the West European 
countries in an attempt to halt the upsurge of the working- 
class movement in these countries. 


4. The Democratic, Socialist Alternative 


US technological and economic superiority has brought 
the West European countries face to face with a very real 
threat of economic subjugation by the American monopolies. 
As we have pointed out, in many quarters it is believed that 
Western Europe will not be able to close the technological 
gap. In this connection the problem of the technological gap 
between the USA and Western Europe is a major socio- 
political problem. The easing of international tension is pos- 
ing the peoples of the West European countries, above all, 
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the working class, with the historic task of saving them- 
selves, of saving European culture and civilisation from ex- 
ploitation and subjugation by US imperialism. 

In its turn European capitalism, too, found itself in the 
grip of a deep-going crisis. The Political Statement adopted 
at the Brussels Conference (January 26-28, 1974) of the 
Communist Parties of European Capitalist Countries de- 
clares in part: “In the capitalist countries of Europe a grave 
crisis has now gripped all aspects of life. It is the expression 
of the fact that far from being able to resolve the pressing 
problems of present-day society capitalism is further com- 
pounding these problems.” 

In this situation the problem of socialist development put 
to the peoples of Western Europe by history is growing in- 
creasingly urgent. In the 20th century the peoples of West- 
ern Europe, where capitalism had entered its imperialist 
stage, have experienced two world wars that cost them tens 
of millions of lives and colossal material destruction. As 
long as imperialism exists the danger of new and more de- 
structive wars will not vanish. By its very nature, monopoly 
capital rule brings the working people exploitation, political 
oppression, reaction and moral degradation. History has set 
the working class of the West European countries the great 
task of saving Western Europe from further ruinous wars, 
preventing its subjugation by US imperialism, and turning 
it into a centre of the new socialist civilisation, into a model 
and source of assistance to the developing peoples, who have 
recently shaken off the chains of imperialist oppression. The 
rule of monopoly capital in Western Europe has outworn 
itself. The monopoly bourgeoisie of the West European coun- 
tries is unable to solve any of the problems facing the peoples 
of these countries, although these problems can easily be 
solved through socialist development. “Socialism is increas- 
ingly becoming the objective prerequisite for progress in all 
areas of life, for the development of nations and for the 
future of the whole world. ... History has demonstrated that 
only socialism is able to give a fundamental answer to the 
big issues facing the people in the capitalist countries,” the 
Political Statement of the Brussels Conference notes. Social- 
ism eradicates the danger of new wars and gives full scope 
to the development of the productive forces on the basis of 
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scientific and technological progress, which will be the means 
not of oppressing and subjugating peoples but of furthering 
fraternity and mutual assistance between them. 

The struggle for socialism on the basis of an alliance of 
all the anti-monopoly and anti-imperialist forces of Europe 
is the realistic alternative to Western Europe’s subjugation 
by US and European imperialism. History has given the 
working class and all other progressive forces of the West 
European countries a great mission. But to be carried out it 
must be understood. 
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What are the causes behind the aggravation 
of the capitalist system’s contradictions? Will 
the imperialist blocs crumble or will they be 
preserved by US imperialism? These and some 
other acute issues are examined in this book. 

Drawing on a vast arsenal of facts and fig- 
ures, the author considers the entire range 
of economic relations between the leading im- 
perialist states and deals at length with the 
tangle of contradictions between the USA and 
the nine Common Market countries and also 
between individual members of the EEC. 





